


Price 2s. 


UNIVvVeK SITY 
OF MICHIGAN 


SANUARS Saat 04 


PERIODICAL 
READING ROOM 


NOTES OF THE MONTH 
The Sudan Elections; 


Federal Elections in Central Africa ; 
An Arab Comment on Egyptian Policy 
THE TRIESTE DISPUTE 
EAST-WEST TRADE 


THE ‘NEW LINE’ IN BULGARIA 


FEDERAL FINANCE IN SWITZERLAND 








THE 
Be) tole), Ee 
LANCASHIRE 


INSURANCE Cf 
Lt 











To keep abreast of current trends in national and international affairs 


read the authoritative articles in 


THE 
CONTEMPORARY REVIEW 


Published since 1866 


CONTENTS OF THE JANUARY ISSUE INCLUDE 


The Middle East by M. PHruips Price, M.P. 
The Trieste Problem by G. GEDYE 
Portugal by GEORGE BILAINKIN 
Wheeler Bennett’s great work on the German Army in Politics 
by Dr. STERN RUBARTH 


The Future of the South Africa Territories (Bechuanaland, 
Basutoland, Swaziland) by W. DAvEy 


An Old Victorian Looks Back by HAROLD PICTON 
Articles on Canberra (the Australian Capital), Dr. Johnson’s 
Letters, etc. 


The Contemporary Review is published monthly at 3s. 6d. 
Annual subscription £2 5s. od. post free 


Send 3s. 8d. for the current issue to the publisher, The Contem- 
porary Review, 46/47 Chancery Lane, W.C.2. 











THE WORLD TODAY 


Volume 10 No.1 January 1954 


CONTENTS 


NorTEs OF THE MONTH ‘ ; ; . : , I 
THE TRIESTE DISPUTE : ; ‘ . ‘ . 6 
East-WEsT ‘TRADE > ; ‘ ‘ 19 
THE ‘New Line’ IN BULGARIA. ‘ ‘ 31 
FEDERAL FINANCE IN SWITZERLAND . . . , 39 





Founded in 1924 as the Bulletin of International News, THE Wor”p Topay 
and the CHRONOLOGY OF INTERNATIONAL Events (see below) are issued from 
the Information Department of the Royal Institute of International Affairs, 
Chatham House, 10 St James’s Square, London, S.W.1. 

Telephone: Whitehall 2233 


Editor of The World Today: Murtre, GrinpRoD 


ANNUAL SUBSCRIPTION RATES 
including postage inland and overseas 


Tue Worip Topay (12 issues a year) 255. 
CHRONOLOGY OF INTERNATIONAL EVENTS 
(24 tissues a year and index) 255. 


Orders may be sent to booksellers and newsagents or to the Royal 
Institute of International Affairs. For addresses of agents in the United 
States and Commonwealth, see inside of back cover. 


The Royal Institute of International Affairs is an unofficial and non-political body, 

founded in 1920 to encourage and facilitate the scientific study of international 

questions. The Institute is precluded by the terms of its Royal Charter from expressing 

an opinion on any aspect of international affairs. Any views expressed in this 
publication are, therefore, purely individual. 














| 
| 





SOVIET POLICY IN THE FAR 

EAST : 1944-51 

By MAX BELOFF 

215. net 

*, . . this latest work is not only an essential supplement to his 
earlier volumes. . . it is an indispensable guide to the problems 
which are to be discussed at the Korean political conference, 
if it takes place. . .’ Time and Tide 


SURVEY OF INTERNATIONAL 
AFFAIRS : 1939-1946 
America, Britain, and Russia: Their 
Co-operation and Conflict : 1941-1946 
By WILLIAM HARDY McNEILL 
63s. net 


(Both books are published under the auspices of the 
Royal Institute of International Affairs) 


OXFORD UNIVERSITY PRESS 



































Binding Cases for 
Volume Nine 


THE WorRLD TODAY 


The case for binding in book form Volume 9 (January to December 
1953) of The World Today is now ready, price 2s. 6d. ($0.50). 
The title-page/table of contents for this Volume was circulated 
with the December issue. 


CHRONOLOGY OF INTERNATIONAL EVENTS 


The index to Volume 9 is in preparation and will, it is expected, 
be ready in March. It will cost 2s. 6d. but will be sent free to 
postal subscribers. The binding case for Volume 9, price 2s. 6d., 
will be available at the same time as the index. 


Orders should be sent to the 


ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS 
London: Chatham House, St James’s Square, S.W.1 
New York: 345 East 46th Street, New York 17, N.Y. 


























THE WORLD TODAY 
Volume 10 No.1 January 1954 


+ 


Notes of the Month 


The Sudan Elections 


Art the St Andrew’s Day Dinner in Khartoum on 30 November 
Sir Robert Howe, Governor-General of the Sudan, said in his 
speech: ‘We should look upon the period of self-government now 
before us, not as the ending of all our work and effort in this 
country, but as a new beginning, which marks, not the decline of 
our power, but the fulfilment of our whole purpose. This is no 
time for lamenting; we must look to the future of this country 
and do our utmost in the time that is left to help in forming the 
new nation’. 

The elections for the Sudan Legislative Assembly, which is to 
consist of a House of Representatives numbering 97, and a Senate 
of 50, took place without incident between 2 November and 
7 December. The arrangements for these complicated processes 
had been very competently directed by an international Electoral 
Commission under the chairmanship of an Indian, Mr Sukumar 
Sen, though the atmosphere had been clouded by the flood of 
Egyptian propaganda on behalf of the Nationalist Unity Party, 
which was an uneasy coalition of groups ostensibly favouring some 
form of union with Egypt. The result was an overwhelming victory 
for the N.U.P. with 50 seats in the Lower House and 21 of the 30 
elected seats in the Senate. The twenty remaining Senators will be 
appointed by the Governor-General. The Umma Party, which 
stood for Independence, secured only 23 seats in the Lower 
House and 4 seats in the Senate. 

The majority of British newspapers and journals described this 
as a defeat for Great Britain and as a vote against the British 
elements in the Sudan administrative services; General Nagib 
was jubilant. But it soon became clear that it was nothing of the 
sort; the cleavage in the Northern Sudan was sectarian, and Sayed 
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Ali El Mirghani and his followers of the Khatmia (orthodox) 
tariga had voted solidly against the Independence parties because 
of their association with Sayed Abdul Rahman El Mahdi and his 
Ansar (followers of the Mahdi). ‘The bogey of a Mahdist monarchy 
had again been put up as a cock-shy, and the Sudan as a whole, 
with the exception of Darfur, Kordofan, and certain ansar areas 
in the Blue Nile Province, had united to knock it down. Corres- 
pondents have not mentioned in what direction the influence of 
the descendants of the Khalifa Abdullahi was exerted; it was he 
who ruled the Sudan from the Mahdi’s death in 1885 until the 
battle of Omdurman in 1898 and this family is not without influence 
and ambitions. 

A scrutiny of the names of candidates elected to both Houses 
shows a high percentage of sound men who have some experience 
of administration and local government; only one with the signi- 
ficant label ‘Anti-Imperialist Front’ was successful, though there 
is a small group in both Houses which often describes itself as 
‘progressive’. The member elected as Prime Minister will have 
the task of forming a Sudanese Cabinet of not less than ten or 
more than fifteen members. Ismail El Azhari, President of the 
N.U.P., expects to occupy this position; he is a grandson of Sayed 
Ismail E] Azhari, C.B.E., C.V.O., once Mufti of the Sudan. He 
was educated at Beirut University and served for twenty-five 
years in the Sudan Ministry of Education. 

Under the Anglo-Egyptian Agreement of 12 February 1953 
the Sudan now enters the transitional stage of self-government, 
which is to end in self-determination (independence or union 
with Egypt) after a period of three years or less, provided that the 
terms of the Agreement have been fulfilled. These include the 
Sudanization of the army, police, and administration, and grave 
fears have been expressed about the future of the British officials 
serving in the Sudan. Their position is to be safeguarded by a 
Public Service Commission, and the process of Sudanization is to 
be controlled by an international Sudanization Committee. The 
Governor-General is to be assisted by an international Governor- 
General’s Commission which is already in being under a Pakistani 
chairman, Sayed Zia’ ud Din. 

The other main anxiety has been about the Southern Sudan, 
but if the Sudan Civil Service is protected by the Public Service 
Commission from political interference, and if the present de- 
centralized provincial administrations and local governments 
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continue as before, there is no reason why the southerners should 
notice much change. There is a real danger of a breakdown in the 
administrative and technical services throughout the country if 
too many of the British officials and experts were to resign in the 
face of nationalist persecution and Egyptian obloquy. 

The Sudanese have undoubtedly shown their stability by their 
conduct in the elections, and the vital factor for their economy, 
which rests almost entirely on exports of high-grade cotton, is 
that Egypt by a too possessive attitude should not risk alienating 
the new Sudanese Government or the mass of the Sudanese 
people, since this would prejudice co-operation in the essential 
projects for Nile control on which the future prosperity of the two 
countries depends. 


Federal Elections in Central Africa 


The overwhelming victory of Sir Godfrey Huggins’ Federal 
Party throughout the Rhodesias and Nyasaland has exceeded all 
expectations. Nobody seriously feared that the Confederate Party 
would gain a majority, a result which would have destroyed the 
very pillars of the new Constitution, but if even a substantial 
minority of seats had been filled by members dedicated to racial 
segregation the prospects of convincing African opinion of the 
reality and permanence of the declared policy of ‘partnership’ 
would have been seriously jeopardized. As it is, the white popula- 
tion throughout the Federation, and notably the predominantly 
South African population on the Copperbelt, has given the clearest 
proof of its determination to build the new State on liberal founda- 
tions. This should do much to reassure African opinion which, 
while it awaits anxiously the outcome of the negotiations intended 
gradually to eliminate the industrial colour-bar in the copper 
mines, seems already to be less fearful than it was. Sir Godfrey 
Huggins urged that the racial issue should be kept out of these 
first elections; he may now be feeling rather glad that it was not. 
He now knows with certainty that on this crucial issue the elec- 
torate is behind him, and he is free to shape a policy which will 
unite all sections of the people in the building of a new nation. 


An Arab Comment on Egyptian Policy 

\r the beginning of December the Egyptian press gave great 
publicity to reports that the Vice-President of the Revolutionary 
Council (the young Lieut.-Colonel Gamal ‘Abd un-Nasir, 
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reputed to be the strong man of the military junta of which 
General Nagib is the popular figurehead) had ordered the Egyptian 
Ambassador in Washington to inform the U.S. Secretary of State 
that unless his Government induced the British Government to 
satisfy Egypt’s demands concerning the Canal Zone, Egypt would 
‘officially announce a policy of complete neutrality between East 
and West’.? 

Such a policy has had its advocates since the very beginning of 
the Cold War and was the avowed intention of the military junta 
before their revolutionary coup in 1952. It is not the intention here 
to assess the seriousness with which this challenge has now been 
presented to the Western allies. ‘I wants to make yer flesh creep’ 
has long been a favourite technique of the political extremist, and 
not least in Egypt. But while it is not possible to make a reliable 
diagnosis of the present state of the undulant fever of Egypt’s 
political problems except in Egypt itself, it may be of interest to 
draw attention to an important leading article which appeared in 
L’Orient, the principal French-language daily newspaper of 
Beirut, on 11 December. It must be pointed out that, to perpetrate 
an Irish bull, L’Orient’s orientation is distinctly westward—not, 
however, to London and Washington so much as towards Paris 
and the Vatican. L’Orient fervently advocates the maintenance of 
an independent Lebanon, with its population delicately balanced 
between Christian and Muslim—or Muslim and Christian, since 
no one knows who has the majority and successive Governments 
have avoided holding a census for this very reason. While advocat- 
ing the closest of relations with the rest of the Arab world, 
L’Orient opposes the total identification of Lebanon with that 
world, and in particular with Muslim Syria whose present 
authoritarian Government affects not to recognize the existence of 
a sovereign Lebanon. For these reasons L’Orient’s comments on 
the Egyptian attitude are not typical of the Arab press as a whole 
outside Egypt; but they nevertheless represent a viewpoint which 
may be actually nearer to that of some Arab Governments than 
are the expressions of their more effervescent press and public 
opinion. 

After some preliminary remarks, L’Orient writes: 

It is not our business to discuss Colonel ‘Abd un-Nasir’s decision 


1 Akhbar ul- Yawm, 5 December 1953. 
*See Great Britain and Egypt, 1914-1951 (R.1.1.A., Information Papers No. 
19), pp. 87-88, 122; International Affairs, October 1953, p. 518 (review of The 
Military Coup in Egypt, by Rashed el-Barawy). 
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from the Egyptian standpoint. The Cairo Government is the only judge 
of Egypt’s interests. . . But we cannot help recalling that it is for Egypt, 
and for Egypt alone, that the majority of the States of the Arab League 
have for three years followed a consistently non-committal policy (un 
attentisme obstiné) in their foreign relations. It is for Egypt, and for 
Egypt alone, that Lebanon and Syria, and even to a lesser extent Jordan 
and Iraq, are turning their backs on Britain. 

It is for Egypt, and for Egypt alone, that Lebanon, Syria, and Jordan, 
who have common frontiers with the fewish State [sic], have refrained from 
seeking from the Western Powers firm guarantees against the dangerous 
pressure of Israeli irredentism.' 

Now, without taking account of the special interests of Lebanon, 
Syria, and Jordan, and without even taking the trouble to inform the 
Arab League, the Cairo Government is turning towards neutralism and 
claims to be committing the rest of the Arab States by its spectacular 
initiative. .. .* 

Colonel ‘Abd un-Nasir’s initiative may have important repercussions 
upon the Arab world. Already last March, the Iraqi and Jordan Govern- 
ments, tired of waiting upon the course of Anglo-Egyptian negotiations, 
showed a tendency to free themselves from the constraints of the Arab 
League and conclude bilateral agreements with the Western Powers to 
settle the Palestine affair and the organizing of Middle East defence. 
The Arab bloc threatened to break up; and it needed the personal 
intervention of the President of the Lebanese Republic to avert a 
rupture. .. 

Today the situation seems to us even more delicate. If Egypt insists 
on a policy of neutralism, she will probably do so alone. Iraq, Jordan, 
and Sa‘udi Arabia will not follow. Lebanon and Syria will give the 
matter long consideration before reaching a decision. 


‘This paragraph in capitals in the original. 

*The Egyptian Secretary-General of the Arab League told reporters at the 
United Nations headquarters in New York City on 10 December that pan-Arab 
public opinion supported the Egyptian move—which was probably true of those 
emotional surges which pass for public opinion in the Arab cities. 








The Trieste Dispute 


A SITUATION which has far outlasted its anticipated term is liable 
to come to an end in one of two ways: either gradually, from in- 
anition; or violently, by explosion. In the eight and more years 
during which Trieste has constituted a ‘situation’ many people 
who were not following the question closely may well have 
imagined that a solution might come about through a gradual 
acceptance of the existing position. A moment’s thought, however, 
would show that the existing position could not be perpetuated 
without the sorting-out of various legal tangles. Such a view, more- 
over, would leave out of count the most potent factor of all—the 
attitudes of the two main protagonists, Italy and Yugoslavia. 
Given the consistent strength of feeling maintained on both sides 
concerning this disputed border territory, it is not surprising that 
an explosion has come at last. 


ORIGINS OF THE DISPUTE 


To understand what has caused this explosion, it is necessary 
to recapitulate briefly how the dispute came into being. Trieste 
and the surrounding country has throughout its history suffered 
the typical vicissitudes of a border region with a mixed population. 
Latterly, however, the town and the whole Istrian peninsula in 
which it lies formed part of the Austro-Hungarian Empire, for 
which Trieste became the chief port. Owing to the proximity of 
Italy and the influence of the Venetian Republic the population of 
Trieste and the other coastal towns on the west of the Istrian 
peninsula was largely Italian, while the hinterland was predomin- 
antly Slovene. 

By 1870 the aim of the Risorgimento to unite all Italian- 
speaking territories into a single kingdom was practically realized 
except for Trieste and the surrounding region (known as Venezia 
Giulia!) and the Trentino, both of which consequently became 
focal points for Italian irredentism. After the break-up of the 
Austro-Hungarian Empire at the end of the first world war, 
Italy obtained both regions as a result of promises made in the 
Secret Treaty of London of 1915. Her claim to Venezia Giulia was 
contested by the newly formed Successor State of Yugoslavia, but 


1'The name Venezia Giulia (Julijska Kraina), derived from the Julian Alps 
which border the region on the north-east, was given to the provinces of Trieste, 
Gorizia, Pola, and Carnero ceded to Italy after the 1914—18 war. 
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her sovereignty was established under the terms of the Treaties of 
Saint Germain and Rapallo. 

From the point of view of Italy’s consolidation in Venezia 
Giulia the two Fascist decades proved disastrous. Fascist nation- 
alistic policy soon disregarded the pledges given as to the liberal 
treatment of the Slovene and Croat minorities, and the oppressive 
regime left a memory which is behind much of the violence of 
Yugoslav propaganda today. 

After the Italian armistice of September 1943, the Germans 
took over control of Venezia Giulia. Tito’s Yugoslav partisan 
bands fought in conjunction with Italian partisans in the frontier 
area. In the closing days of April 1945 the Yugoslav IX Corps 
occupied Trieste, and were found there when on 2 May 1945 the 
New Zealand Second Division entered the city. For some weeks 
after the cessation of hostilities the Yugoslavs and their local Com- 
munist allies ruled Trieste and established their own form of local 
government there. Eventually an agreement was reached between 
the British and Yugoslav generals on the spot, establishing a line— 
the so-called ‘Morgan Line’—behind which Yugoslav troops 
withdrew, and dividing the area round Trieste into two zones of 
British-United States and Yugoslav occupation. Those zones 
correspond to the present Zones A and B of the Free Territory. 

The decision concerning Venezia Giulia proved the most 
intractable of the problems which the Italian Peace ‘T'reaty had to 
settle. It was eventually decided that of this formerly Italian 
territory Italy should retain only the region of the Lower Isonzo, 
including the towns of Gorizia and Monfalcone, while all the rest 
was ceded to Yugoslavia except for the coastal areas corresponding 
to Zones A and B (stretching from Duino to Citta Nuova, and 
including Trieste), which were to form a Free Territory under a 
Governor appointed by the United Nations. ‘Till the Governor 
was appointed and the Free Territory’s Statute came into force, 
the two zones were to remain under U.K.-U.S. and Yugoslav 
occupation respectively. This is the situation which, originally 
envisaged as lasting for a few weeks or months at most, still 
persists today. 

‘Zone A, under British-U.S. occupation, has an area of 86 square miles and 
a population of 309,500—Italians 246,500, Slovenes 63,000 (1949 estimates). 
Zone B, under Yugoslav occupation, with an area of 199 square miles, has a 
population of 73,500 (latest estimate 1940), in the past estimated at about half 
Italian and half Slovene, but the number of Slovenes probably now exceeds 


that of Italians, given some presumable infiltration from Yugoslavia and the 
exodus of refugees to Italy. 
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FAILURE OF THE FREE TERRITORY SOLUTION 


For the Free Territory, quite apart from the doubts felt from 
the beginning as to its workability (it was only adopted as a pis 
aller out of a difficult impasse), has never come into being through 
the inability of the four great Powers to agree on a Governor; and 
the agreement of those Powers, as permanent members of the 
Security Council, was essential. 

Looking back now over the intervening years, it may seem that 
the efforts to reach agreement on a Governor were abandoned 
relatively early in the proceedings. But the search, begun in 1946, 
while the treaty was still being drafted, was in fact only given up 
as hopeless in 1948. In the meantime the U.S.S.R. had consist- 
ently turned down all the candidates suggested by the other 
Powers, while the Western Powers also rejected the names pro- 
posed by Russia. Looking back, once again, it can now be seen 
that wider considerations besides the qualifications of the candi- 
dates probably came into play on both sides, if at different stages. 
For example, Allied readiness to evacuate Zone A may well have 
diminished as the prospects of a peace treaty with Austria receded. 

Certainly some such explanation would seem to account for the 
variations in the Soviet attitude on this question. In the early 
days, while Yugoslavia was still in the Cominform, Russia had no 
particular interest in hastening the Free Territory solution unless 
she could be assured of a Governor sympathetic to Slav aspira- 
tions. On the other hand, once Yugoslavia had left the Eastern 
camp, it was presumably to Russia’s interest to end the existing 
situation of Allied occupation of Zone A; the fragile Free Terri- 
tory might then be used as a valuable listening post for Cominform 
propaganda alike towards Yugoslavia and towards Italy. Hence we 
find Soviet opposition to the appointment of a Governor abruptly 
ceasing after mid-1948, and since then the Communist line on the 
Trieste question has consistently been ‘adherence to the terms of 
the Peace Treaty’. In February 1949 Mr Malik, the Soviet 
representative, even put before the Security Council the name of a 
Swiss candidate, Colonel Hermann Flueckiger, who had already 
been proposed by the U.K. in September 1947 and then rejected 
by the U.S.S.R.; and Colonel Flueckiger’s candidature was again 
revived by the U.S.S.R. during the latest phase of the dispute this 
autumn. 

The Western Powers, on the other hand, had by early in 1948 
come to feel that the Free Territory solution was impracticable, 
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not only because of Soviet initial intransigence concerning the 
Governor, but also, and more cogently, because of conditions in 
the two zones themselves. It must here be recalled that under the 
terms of the Peace Treaty the occupying Powers in the two zones 
were to act purely as caretaker administrators; Italian sovereignty 
in the zones was in abeyance, but had not been formally ceded, 
and existing (i.e. Italian) laws were to remain in force until 
specifically amended or superseded. ‘This is what has happened in 
Zone A, and the various agreements or regulations made at differ- 
ent times providing for finance from Italy or giving increased 
responsibility to Italian officials all come within the legal frame- 
work of the Peace Treaty, and have been recognized as such by the 
U.N. Security Council, despite Yugoslav attempts to point to 
violations. In Zone B, however, from an early stage, the Yugoslavs 
introduced various administrative, legal, fiscal, and economic 
modifications, all tending towards making the zone uniform with 
Yugoslavia. 


THE TRIPARTITE DECLARATION OF 20 MARCH 1948 


In view of this situation, the British, United States, and French 
Governments on 20 March 1948 issued their now celebrated 
declaration recommending that the whole Free Territory should be 
returned to Italian sovereignty. The declaration stated that there 
was sufficient evidence to show that ‘the character of the Yugoslav 
Zone has been completely transformed and that the Zone has 
virtually been incorporated into Yugoslavia’. It also recalled that 
during discussions of the Italian Peace Treaty ‘it was the clear 
position of the U.S., U.K., and French representatives that 
Trieste—the great majority of which is Italian—should remain an 
Italian city’. 

This declaration could not, of course, without Soviet approval 
have any force beyond that of a strong recommendation; and the 
Soviet Government uncompromisingly rejected the proposal on 
13 April 1948. Yugoslavia, too, on 22 March, energetically pro- 
tested against it, blaming the Western Governments for having ‘so 
acted as to prevent the conclusion of a direct agreement between 
Italy and Yugoslavia.’ But to Italy the declaration, coming as it did 
shortly before the General Election of 18 April 1948, held out 


*On 30 October 1952 the Italian Government, in a Note to Yugoslavia, 
proposed that both countries should agree to submit the question of these 
alleged contraventions of the Peace Treaty to the Hague Court. Yugoslavia 
rejected this proposal. 
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hopes that the whole Free Territory might be saved; and an 
almost legal significance has been attached to it ever since, 
particularly as it was reconfirmed in March 1951 during Signor 
De Gasperi’s and Count Sforza’s visit to London and has never 
till recently been officially called into question. 

At the same time it was obvious that Yugoslavia’s exit from the 
Cominform three months later (on 28 June 1948) put a different 
complexion on the whole question. Moreover in the gradually 
developing system of N.A.T.O. defence Trieste was plainly a 
weak spot. True, Italy was a member of N.A.T.O. and as such her 
interests had still to be considered; but Yugoslavia, the more un- 
certain quantity, had also now to be regarded as a potential ally in 
Western defence schemes. From then onwards it became in- 
creasingly important to find a solution for the Trieste question 
which was proving a stumbling block between these two Mediter- 
ranean countries. 


THE ECONOMIC ASPECT 


If the impasse now reached was one of international politics 
and adjustments, the question also had an economic aspect of 
considerable importance to the Triestini themselves.1 Here the 
city and port of Trieste are of course the key point—for the dis- 
puted hinterland in Zone A, and the whole of Zone B, consist of 
agricultural or fishing communities and contain no large industrial 
centre. 

The economic significance of Trieste itself has altered consider- 
ably with the changes in its political situation and in that of its 
hinterland. Its most flourishing period was under the Austro- 
Hungarian Empire, which since the days of Maria Theresa had 
developed the Free Port (proclaimed in 1719) to serve the whole 
hinterland. Trieste became the centre of an extensive entrepot 
traffic and of the banking, brokerage, merchanting, and insurance 
activities that went with it. The collapse of the Empire after the 
first world war came near to spelling ruin for Trieste. ‘The Adri- 
atic tariff leagues were dissolved and replaced by regional tariffs, 
while at the same time there was increasing competition to face 
from the North German ports. ‘I’o compensate for the decline in 
the port’s activity, the Italian Government during the inter-war 
period developed new industries (including important oil refineries) 


1 For a more detailed survey of the economic aspect see “Trieste’s New Role 
in Europe’, in The World Today, November 1949. 
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in Trieste which were largely successful in bringing increased trade. 

After the second world war Trieste had once again to build up 
her economy anew—and, once again, in very different circum- 
stances. As a result of Cominform policy trade over Trieste from 
the hinterland countries dropped to a very low level. This was 
compensated for by the great increase in traffic to Austria from 
1948 onwards through E.R.P. shipments for that country. Total 
traffic over the port in 1951 in fact surpassed the pre-war peak 
figure, reaching 6,613,015 tons. Under A.M.G. the city’s existing 
industries have been developed and new ones started, often with 
financial help from Italy, and a new industrial zone has been built 
up in the suburb of Zaule. But while permanent prosperity must 
hinge on the hypothetical question of whether traffic from the 
wider hinterland can one day be revived, in present conditions 
Trieste must remain largely dependent on Italy for raw materials 
for her industries, and even to a great extent for food. This point 
was repeatedly stressed by the then Zone Commander, Major- 
General T. S. Airey, in his reports to the Security Council between 
1947 and 1950.1 Apart from Italian financial aid to Triestine 
industry already mentioned, Italy has each year made up the 
Trieste Budget deficit. Trieste has also received E.R.P. and later 
M.S.A. aid to a total of $31-8 million. 

Thus Trieste’s present economic dependence on Italy seems 
plain. On the other hand, it has to be remembered that Italy 
possesses many other ports well equipped to deal with international 
traffic, and were Trieste to come completely under Italian control 
a good deal of conscious planning would be needed to ensure the 
port’s prosperity. Yugoslavia’s need for another large port so 
near to Fiume (Rijeka) may also be questioned. Much of that 
country’s own trade has since the war been directed towards the 
Dalmatian ports, thus leaving Fiume, with its expanded equipment 
and low tariffs, free for international traffic. Because of those low 
tariffs Trieste would find competition with Fiume a serious matter. 


A PERIOD OF PAUSE, MID-1948 TO MID-1953 


The years after 1948 witnessed a gradual strengthening of 
Yugoslavia’s position. After November 1951 she received military 


’ Reports of the Administration of the British-United States Zone of the Free 
Territory of Trieste, by Major-General T. S. Airey. Eleven reports to date 
(quarterly from September—December 1947 to December 1949, then annually). 
Latest report, for 1951, by General Winterton, issued on 30 September 1952, 
as U.N. Security Council Document S/2794. 
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aid from the U.S.A. under M.S.A. In September 1952 Mr Eden 
visited Yugoslavia, and President Tito came to Britain in March 
1953. On 28 February 1953 Yugoslavia joined in the Balkan 
defence alliance with Greece and Turkey. Zone B was by this time 
virtually incorporated in Yugoslavia; the dinar had been intro- 
duced as local currency in 1949, customs barriers between Zone B 
and Yugoslavia had been abolished, and local elections, held in 
1950, had shown an overwhelming majority for the Communist 
(pro-Yugoslav) Popular Front. On 25 February 1952 President 
Tito proposed a new solution of the Trieste question—that the 
Territory should be placed either under a joint Italo- Yugoslav 
condominium or under a neutral Governor. Signor De Gasperi 
rejected this proposal. 

In Italy, in the meantime, the Tripartite Declaration continued 
to be the basis of Italian policy regarding the Free Territory; and 
if in responsible circles there was a growing realization that it 
would be difficult in the changed circumstances for the Western 
Powers to implement it in full, this doubt never emerged in official 
pronouncements. From April 1950 onwards both Count Sforza 
and Signor De Gasperi periodically made mention of an ethnic 
solution as the best possibility for settling the Trieste question, 
and some attempts were made between 1951 and mid-1952 to 
reach a settlement by direct negotiation on these lines; but without 
success. 

In Zone A, the prosperity of the port of Trieste was gradually 
being restored. But dissatisfaction at the failure to implement the 
Tripartite Declaration resulted in riots on its anniversary in 
March 1952, and adjustments were subsequently made by agree- 
ment between the occupying Powers and Italy, providing for in- 
creased Italian participation in local administration. Local elec- 
tions held in Zone A in 1952 still showed a considerable majority 
for the pro-Italian parties, though the parties favouring an autono- 
mist solution nearly doubled their 1949 vote. 


THE RENEWAL OF TENSION 
Trieste was not a major issue in the Italian General Election of 
June 1953. But that election can be seen in retrospect as a land- 
mark and precursor of the situation which was soon to develop. 
The Christian Democrats and other democratic parties emerged 
from it considerably weakened, and Signor De Gasperi’s efforts to 
reconstruct the old centre coalition proved unsuccessful. The task 
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of forming a Government therefore eventually fell to Signor Pella, 
and his largely Christian Democrat Government had, given the 
party’s reduced majority and the composition of the new Chamber, 
to rely to some extent on Right-wing (i.e. Monarchist) support. In 
his policy speeches of 19 and 24 August he said that his attitude 
on ‘Trieste was the same as that of Signor De Gasperi, adding that 
‘the defence of the nation’s interests on the part of Italy and 
respect on the part of others for the undertakings entered into— 
the first and foremost of which is the Tripartite Declaration of 
1948—form an indivisible whole’. 

There was thus nothing new or spectacular in the Trieste policy 
announced by Signor Pella, for reference to the Tripartite Declara- 
tion of 1948 has been common form in all Italian pronouncements 
on the question for the last five years. Nevertheless on 28 August 
the official Yugoslav news agency Yugopress issued a statement 
saying that because of Italy’s failure to respond to Yugoslavia’s 
‘conciliatory attitude’ over Trieste, the Government would have to 
re-examine the whole question. It added that this reconsideration 
was expected to yield results which were ‘inevitable’ in the situa- 
tion created by ‘the process of cold annexation of ‘Trieste practised 
by Italy’. 

This somewhat obscure statement was interpreted in Rome as a 
threat by Yugoslavia formally to annex Zone B. ‘This interpretation 
was refuted by Yugoslavia on 30 August, but Signor Pella had in 
the meantime, on 29 August, summoned his Defence Minister 
and the Chief of the Italian General Staff, and had also held 
conversations with the envoys of the three Western Powers in 
Rome. An Italian cruiser and two destroyers arrived in Venice 
harbour on 30 August, and Italian frontier troops moved up closer 
to the frontier. Several sharp Notes were exchanged between 1 
and 5 September, Yugoslavia protesting against ‘armed demon- 
strations’ and Italy replying that she had been obliged by Yugo- 
slavia’s ‘threatening attitude’ to take ‘protective and precautionary 
measures . 

On 6 September, Marshal Tito in a speech at Okroglica, near 
the Italian border, denied that Yugoslavia intended to annex 
Zone B (‘there would be no point as Yugoslavia is already there’), 
once more rejected the Tripartite Declaration of 1948, and said 
that the only acceptable solution now would be the internationali- 
zation of ‘Trieste city and the incorporation of the whole hinter- 
land with Yugoslavia. Signor Pella replied on 13 September with 
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the counter-proposal of a plebiscite for the whole Free Territory, 
to be organized by a five-Power conference (of the three Western 
Powers, Italy, and Yugoslavia) which should meet at once on 
neutral soil. But on the same day President Tito announced his 
opposition to the idea of a plebiscite because of the ‘denationaliza- 
tion’ of the Slovene population which, he alleged, had been carried 
out in Zone A. Signor Pella countered this charge on 6 October 
when, repeating his proposal for a plebiscite, he suggested that it 
should be confined to persons born in the Free Territory area 
before 1918. 


THE U.K.-U.S. DECLARATION OF 8 OCTOBER 1953 


Thus in early October matters had reached the stage of discus- 
sions between the Western Powers as to the possibility of summon- 
ing a five-Power conference to consider these various proposals. 
But the whole complexion of the dispute was to be changed when 
on 8 October the British and U.S. Governments announced that, 
‘viewing with concern the recent deterioration of Italo- Yugoslav 
relations’, they had decided to terminate Allied Military Govern- 
ment in Zone A and relinquish its administration to Italy. 

The effect of this announcement was electric. In Italy it was 
received with jubilation, giving as it did the prospect of that 
parity in subsequent negotiations with Yugoslavia which Italy had 
so long desired, and which had been advocated as a first step in 
some quarters since early in 1952. Moreover, owing to the am- 
biguous wording of the declaration, Signor Pella did not hesitate 
to draw the inference that the handing over of Zone A would not 
prejudice the eventual solution regarding Zone B—in other words, 
that the Tripartite Declaration (of which no mention was made in 
the announcement of 8 October) was still valid. 

Yugoslavia, on the other hand, at once protested strongly against 
the decision itself and against the failure to notify her beforehand 
(apparently neither Italy nor Yugoslavia had received prior 
notification). President Tito in speeches of 10 and 11 October 
declared that Yugoslavia would regard the entry of Italian troops 
into Zone A as an act of aggression, and said that if Italian troops 
moved in, Yugoslav troops (which had in the meantime moved 
into Zone B) would move in too. On 12 October the Yugoslav 
Government insisted that any conference to be held should take 
place before the handing-over of Zone A to Italy. Anti-British 
and anti-American demonstrations took place in Yugoslavia. 
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Thus the declaration of 8 October, far from providing even the 
first step towards a solution, appeared only to have increased the 
tension. The attitudes of the two contestants hardened around the 
question of its implementation, Signor Pella insisting on its fulfil- 
ment as a prior condition for Italy’s entry into any conference, and 
even suggesting that failure to carry out its promises might lead to 
the resignation of his Government, thus jeopardizing the prospects 
of ratification of the E.D.C. treaty; while President Tito was 
equally firm that Yugoslavia could enter no conference unless the 
decision of 8 October was abrogated. 

The rest of October passed in negotiations among the Western 
Powers towards finding a way out of this new impasse. In the 
meantime the evacuation of British and American troops from 
Zone A had begun, and by the end of October most of them had 
left. But no final evacuation date had been fixed, and the Allied 
Commander in Trieste, General Sir John Winterton, remained 
with other senior officials. 

Into this atmosphere of mounting hysteria came one of those 
anniversaries which even in normal circumstances provide the 
occasion for a display of national sentiment. On 3 November 1918 
the first Italian troops landed at Trieste, till then for centuries 
under Austrian rule; 4 November is the anniversary of the end of 
the 1914-18 war in Italy, celebrated according to long-standing 
custom with a ceremony at Redipuglia, near the eastern frontier, in 
memory of the Italian dead. 

This year the circumstances were far from normal, and various 
precautions were taken lest an outburst of patriotic fervour should 
lead to trouble. The Redipuglia ceremony itself passed off without 
event, if in an atmosphere charged with emotion. Signor Pella 
attended it but made no speech; several thousand ‘Triestini crossed 
the border to be present, and Italians came from all parts of the 
country. After the ceremony the A.M.G. authorities turned back 
from the frontier many coach-loads of Italians (some 3,000 in all) 
who attempted to visit Trieste; but some managed to get through. 

In Trieste itself crowds paraded in the streets, and when it was 
learnt that an attempt to hoist the Italian flag on the Town Hall 
had been frustrated by the A.M.G. authorities rioting broke out 
and the Venezia Giulia police! opened fire to disperse the crowds. 

‘The Venezia Giulia Police Force is a specially created force which was 
organized in 1945 to maintain law and order in Zone A under the Allied authori- 


ties. It consists of about 6,000 officers and men locally recruited and operating 
under the supervision of Allied officers. 


B 
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On the following days (5-6 November) further demonstrations by 
students and others took place, directed especially against British 
(rather than American) troops and installations. The police several 
times opened fire to quell the riots, one of the most serious inci- 
dents occurring when demonstrators fighting outside a church were 
pursued into it by the police. Total casualties numbered 6 killed 
(all ‘Triestini) and 162 injured, including 79 police. The Italian 
press expressed great indignation at the severity of the police 
methods, demanding the replacement of General Winterton by an 
American, and anti-British demonstrations took place on 6 and 7 
November in Rome and other cities of Italy. 


THE CONFERENCE TAKING SHAPE? 

For some days after the riots it seemed as if the situation had 
received a very severe setback, and any hope of solution appeared 
further off than ever. Mr Eden expressed the British Govern- 
ment’s serious view of the disturbances and, while deploring the 
loss of life, said that the Government attributed the sole responsi- 
bility to extremist elements organized from outside Trieste. Both 
the British and U.S. Governments expressed their confidence in 
the Allied Commander and in his handling of the situation. The 
Italian Government, on the other hand, protested to Britain 
against the police action, and Signor Pella on 8 November 
demanded an inquiry, attributing the origin of the trouble to the 
failure of those responsible to appreciate the different methods 
needed in this transitional phase. 

But tension gradually died down, and on 13 November the 
Western Powers put forward a proposal, on lines similar to a sug- 
gestion from Yugoslavia some days earlier, for a five-Power 
Conference limited to technical experts, to precede and pave the 
way for a full-dress political conference. It was thought that such a 
preliminary conference could be attended by Italy and Yugoslavia 
without fulfilment of the prior conditions on which each had in- 
sisted, and thus without loss of prestige on either side. On 15 
November President Tito expressed Yugoslavia’s readiness to 
take part in a conference so long as it was not based on the decision 
of 8 October, and he further suggested that the question of ‘Trieste 
city should be regarded as separate from that of its Zone A hinter- 
land. Signor Pella, on his side, on 21 November notified the 
Western Powers of Italy’s readiness to take part in a conference 
‘for the purpose of securing a definitive settlement of the Trieste 
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Free Territory as a whole’. He had earlier (18 November) re- 
affirmed Italy’s policy of adherence to the Atlantic Pact, and had 
outlined four ‘fundamental ideas’ to which the Government in- 
tended to adhere. These were (i) efforts to find a solution must 
concern the whole Territory and not merely Zone A; (ii) the 
Italian proposal for a plebiscite should be placed on the agenda; 
(iii) the Allied decision to hand over Zone A must remain ir- 
revocable; (iv) the conference must be adequately prepared to 
avoid the risk of failure. 

A further move to reduce tension came on 29 November, when 
President Tito said that he was ready to agree to the simultaneous 
withdrawal of Yugoslav and Italian troops from the frontier. (Italy 
had already, on 22 October, said that she would withdraw her 
troops eight miles from the frontier if Yugoslavia did the same.) 
On 5 December both countries agreed to the simultaneous with- 
drawal of troops to their respective garrisons, and this operation 
was completed by 20 December. 

Thus by mid-December, and after the Bermuda Conference, 
there seemed some prospect that the long-projected conference 
might take place in the near future. 


Looking back over the long-drawn-out course of this unhappy 
dispute, and reflecting on the divergent and often mutually 
exclusive claims of both sides, one cannot escape the feeling that 
those claims have become rigid through frequent repetition; and 
also that, from such opposite points of departure, little else could 
have been expected. Italy believed that Venezia Giulia, the last 
outlying fringe of Italian-speaking territory claimed by the 
Risorgimento, had been rightfully restored to her after the first 
world war, and at the Peace Conference she believed that her 
repudiation of her Fascist past, exemplified by the anti-Fascist 
Resistance and by her avowed intention to embrace a democratic 
form of government, would be taken into account. Yugoslavia, on 
the other hand, believed that she had fought to evict Nazis and 
Fascists alike from Venezia Giulia and had been wrongfully forced 
by her Allies to withdraw from territory that should always have 
been hers and had now become so by force of conquest. ‘Thus each 
side embarked on the dispute entertaining irreconcilable views as 
to the status of the other. 

The same fundamental unbelief can be seen in relation to each 
other’s governmental regimes and the underlying premises they 
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represent. Catholic Italy finds it hard to believe that a Communist 
Government, even an unorthodox one, would ever refrain from 
persecuting any Catholic minority within its borders; Yugoslavia, 
a People’s Democracy still, finds it equally hard to believe in the 
genuineness of the new Italy’s conversion to democratic ways. 
Each can point to wrongs suffered either now or in the past at the 
hands of the other. 

‘Expansionism’ is another of the accusations hurled by each side 
at the other. Yugoslavia’s presentation of her case, especially of 
recent months, is impregnated with the idea that Italian claims 
to Trieste are only the prelude to further ‘imperialist expansion’. 
Italian commentators, on the other hand, argue that these accusa- 
tions are merely a cloak for Yugoslavia’s own ambitions towards 
becoming the head of a Balkan League. Yet another mutual 
accusation is that of being the favourite of the Western Powers. 

Much of these outbursts can of course be discounted. They are 
fabricated primarily for home consumption; and their ebullience 
rises and falls according to the domestic needs of the moment, 
and are not to be confounded with the serious diplomacy of either 
country. Equally, neither spokesman for his country can make 
withdrawals too rapid for the pace of public opinion. Signor 
Pella’s situation is obviously difficult, with his precarious parlia- 
mentary majority and with the need both to placate and to curb the 
nationalist fervour (sometimes spurious but often genuine) which 
has been conjured up around the name of Trieste. But dictators 
have their problems too, and it may well be that President ‘Tito’s 
explosions of wrath, especially after the 8 October declaration, 
may have been designed in part to disarm attacks from the Left- 
wing elements in his own country who have viewed askance his 
increasing rapprochement with the West. 

He would be a rash man who would venture at this stage to fore- 
cast what form an eventual settlement may take. But it may per- 
haps be not too rash to hope that after the explosions of this 
autumn both sides may come to see that, in the face of the wider 
perils that surround them, peace in the Adriatic is after all worth 
striving for. ‘That at least must be the hope of the Triestini them- 
selves—that, and the hope that the very concepts ‘Zone A’ and 
‘Zone B’ may at length come to be forgotten. 


M. K. G. 





East-West Trade 


CURRENT PROSPECTS 


STALIN, it appears, disliked East-West trade. Suspicious, con- 
temptuous, and fearful of all foreigners, he preferred autarky 
where possible. He allowed only two great exceptions: the heavy 
purchases of machinery to get the first Five-Year Plan going, and 
the heavy deliveries of strategic materials to Germany in 1940 in 
order to appease her. Though actual trade was of course smaller 
in his day Lenin had been perhaps slightly more forthcoming: once 
he had convinced himself there would be no revolution in the 
West he even contemplated borrowing from capitalist countries 
(this they of course refused, but it illustrates his attitude). But 
then Lenin died too early to understand that Communism needs 
not open frontiers across which its influence can pour, but an Iron 
Curtain to keep ‘capitalist’ influences out. Stalin created the Iron 
Curtain, and trade necessarily languished across it. During his 
reign a deep underlying hostility to East-West trade was often 
manifest behind the propaganda to the contrary. Thus the defen- 
dants Frank and Frejka at the Slansky trial admitted to the crime 
of having tried to keep Czechoslovakia dependent on Western 
trade. In summer 1952 Cyrankiewicz openly said that the Polish 
Government’s object was to reduce dependence on the West. The 
free trade propaganda under Stalin had, then, no other object than 
to sow discord and reduce the effectiveness of the Battle Act. 
Mikoyan is known to favour an easier life for the consumer, and 
foreign contacts of many kinds. It is perhaps on him personally, in 
the present uneasy and even unco-ordinated oligarchy, that East- 
West trade now depends. Be this as it may, Soviet policy is now 
much milder. Since Stalin’s death money has been offered to the 
United Nations for technical assistance, strategic goods such as 
manganese have been offered to France, and large purchases of 
high-grade foodstuffs such as butter have been made in Australasia. 
Now on the one hand the manganese shows that the U.S.S.R. 
has partially suspended its ‘Battle Act’. It is one of totalitarianism’s 
greatest advantages that simply by administrative ukase, without 
publicity or opposition of any kind, the U.S.S.R. has been able 
to operate strategic export control for years. Hardly anyone has 
complained, hardly a ripple has passed over world opinion: but 
the pre-war manganese was ‘not available’. Luckily, too, for the 
Communist bloc, it has few strategic exports, since it has never 
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been a large source of minerals! and is not even yet heavily in- 
dustrialized. The Communists have hardly ever mentioned their 
own ‘Battle Act’ except in the Slansky trial: Margolius, former 
Deputy Minister of Foreign Trade, said that he arranged to export 
television valves to Britain. The Ministry of Defence warned him 
that the valves could be used for military purposes, yet he persisted 
and ‘directly endangered Czechoslovakia’s defence potential’. 

On the other hand the butter purchases mark a breach in the 
policy of always asking for guns, and breaking off negotiations 
when they are not provided. Even had there been no Western 
Battle Act the Communist demand for complex engineering pro- 
ducts could not have been satisfied, since these are precisely the 
goods that the advanced countries can sell anyway. But although 
the switch will undoubtedly sweeten foreign relations, it is deter- 
mined by the greater and more important switch in internal affairs: 
from heavy investment and abstinence towards more consumption 
and the enjoyment of life. ‘The emphasis on butter rather than, say, 
textiles within the consumer goods field is of the highest import- 
ance. It chimes in with the new agricultural policy at home: to 
encourage the peasant’s private plot and the horticultural and live- 
stock products for which it is suited. Here, evidently, is the most 
backward sector of the Soviet economy. The Soviet leaders have, 
by implication, admitted an unwelcome truth: Russia cannot 
decently feed herself. Naturally the new agricultural measures are 
supposed to correct this deficiency, but they could only do so fully 
at a cost to industrial expansion which the Kremlin can hardly be 
expected to accept. With 50 per cent of her population still in 
farming, the U.S.S.R. must already turn to exporting manufac- 
tured goods and importing food—just as India has had to, with 
of course a much higher proportion in farming. Now population 
is increasing yearly at the rate of 1-5 per cent, all good land is 
already cultivated, and the great projects for transforming nature 
are under an amply merited cloud; so we may assert that if the 
Government wants a permanent rise in nutrition and is unwilling 
really to reform its agricultural system it has given a permanent 
hostage to international trade. Nay more, to East-West trade in 
particular, for it is only certain free countries that have or will have 
important net food surpluses: Canada, Cuba, Denmark, New 


1'The mineral wealth of the U.S.S.R. has been much overstated in Soviet 
propaganda. Cf. Soviet Economic Growth, ed. A. Bergson (Row, Peterson, 1953), 
Ch. 5. 
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Zealand, Siam, and (temporarily) Australia.1 Even without Com- 
munist countries entering the market, the future for their terms of 
trade was brilliant enough. Food, it may be, is the strategic export 
of the future. 

It is early yet to say, but if things easier to obtain are being 
demanded and easier to sell are being offered we must expect a 
rise in the volume of trade: both as a mere matter of economics 
and because the political atmosphere will be slightly improved 
thereby, setting off further improvements. Politics are of course 
the chief determinant, and here we must very briefly consider the 
U.S.A. 

The United States undoubtedly possesses a Molotov but not, it 
appears, a Mikoyan. There is no will to increase East-West trade 
here—quite the contrary. With the absolutism typically engen- 
dered by any moral crusade, the U.S.A. has reduced its own non- 
strategic trade to virtually nothing, and the Boston tea party has 
repeated itself in New York with Russian crab. Moreover the 
U.S.A. has still power to restrain other free countries. For so long 
as these receive dollar aid the Battle Act applies to them. But the 
volume of dollar aid will surely decline, and American influence 
with it. Moreover the trade is more and more in non-strategic 
goods which escape the Battle Act. Further, it is difficult to believe 
that the Korean armistice will not sap the will to enforce the Act, 
even though it remains on the statute book. 

The prospect is, then, a mild reversal of recent trends. It will be 
seen? that in 1946 satellite trade was more heavily concentrated on 
the U.S.S.R. than in subsequent years. This was merely because 
Germany was destroyed, and connexions with the West were 
geographically more difficult to restore after the war. ‘There follow- 
ed the easy period of Zhdanov’s ascendancy: satellite Governments 
were given no little freedom, and all collaborated in the grand end 
of an instant Westward expansion. Why reduce trade with the 
West, if it was about to be conquered? In 1949, after Tito’s revolt 
and Zhdanov’s death, comes the grim economic centralization that 
went with the mass purges in the satellite countries. In this year 
also began the Western strategic export controls.* Yet neither, for 


In addition the U.S.A. has an important grain surplus, which is overbalanced 
by purchases of less essential foods. The above list omits many small countries, 
chiefly colonial, and the large surpluses of Brazil and Colombia, which are not 
really important as they consist of coffee. 

® Tables I and II. 


* That is, in earnest. There have been British controls of a kind since 1947, 
a year before the Marshall Plan and four years before the Battle Act. 
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all the propaganda, has reduced the volume, as opposed to the 
proportion, of East-West trade so very greatly. This trend con- 
tinued until Stalin’s death. If the proportion of East-West trade 
to all Communist trade merely holds its own now its volume will 
greatly expand. 
TABLE I 
PERCENTAGE RELATION OF INTRA-BLoc! To Tora Communist TRADE* 
1937 1946 1947 1948 1949 1950 1951 1952 


Poland 7 56 39 34 43 59 58 67 
Czechoslovakia 11 22 20 30 45 52 60 71 
Hungary 13 7° 47 34 46 61 67 71 
Rumania 18 +. 88 71 82 83 79 85 
Bulgaria 10 83 80 74 82 88 92 89 
U.S.S.R. 2 ee 51° 557 67 837 79° 80 
China® oe .. = Ky 4 26 51° 72 
Albania 5 ae a 38 100 100 100 100 
E. Germany* :3° RS 35 73 ‘ 85 . Me 
Yugoslavia* 14° ae 47 52 14 ° ° ° 


1 ‘Bloc’ excludes Yugoslavia throughout, and apparently also E. Germany, 
Sinkiang, Outer Mongolia, and North Korea. China is included from 1950. 

* Exports and imports. Reparations excluded. 

® Includes Manchuria throughout, but not Formosa after 1949. 

* Percentage of these countries’ trade going to the ‘bloc’ as defined. 

5 1938. 

* This is the percentage for all Germany, 1938. 

? Derived from Table II. 

® Guessed. 

TABLE II 

The actual value of Communist export trade has been very ap- 

proximately as follows: 


EXPORTS FROM COMMUNIST COUNTRIES 
(in millions of current U.S. dollars) 


1947 1948 1949 1950 1951 1952 


U.S.S.R. 

to free world 202 442 367 219 356 421 

to bloc 192 355 657 1,013! 1,300 1,684° 
European satellites 

to free world 847 974 1,032 644 752 670 

to bloc 320 572 951 1,168 1,280% 1,690° 
China 

to free world i 466° 447" 476 473 324 

to bloc = 164 500° 830° 
Total Communist 

exports 1,561 2,343 3,007 3,684 4,661 5,619 
Total world exports 47,000 57,000 58,000 59,000 81,000 79,000 


1 Soviet exports to China guessed at $200 m. (80 per cent of Chinese trade 
with U.S.S.R., and China must have run an import surplus.) Soviet exports to 
satellites were $813 m. 

2 Not yet within bloc: virtually all trade to free world. 

3 Derived from Table I. 

* Derived, hazardously, from trade turnover in rubles. 

Norte: Table II does not precisely check with Table I, as it is derived where 
possible from independent sources. The accuracy of both tables is very low, as 
the basic Communist statistics are ill-defined and sometimes contradictory. The 
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COMMUNIST LONG-TERM POLICY 


With a third of the world’s population the Communists, among 
themselves and with outsiders, account for about 7-5 per cent of 
the world’s trade. This reflects much less their poverty—for the 
Communist countries as a whole come below, but not far below, 
the world average in production per head—than the fundamental 
urge towards autarky among Communists, which we shall see 
operates even among the Moscow-directed satellites. Yet another 
important cause, however, is a simple statistical trap: two of the 
Communist countries are among the three most populous in the 
world. The bloc is thus heavily weighted with countries which 
would naturally have a small volume of foreign trade per head. 
Yet when this allowance has been made the fact of extreme 
autarky remains. Thus India, with only two-thirds of China’s 
population and perhaps twice as well off per head, does three times 
as much trade. Italy, with under a quarter of the U.S.S.R.’s 
population and little better off, does more than four times as much 
trade. The foreign trade per head of the U.S.S.R. in 1932 was 
only half that of 1913, and in 1937 only a quarter. But by 1952 
it had climbed back to 50 per cent of that of 1913, and Commun- 
ist trade was expanding more quickly than world trade, though 
not so much more quickly as to correspond to the higher rate of 
general Communist economic growth. The autarky seems to be 
being modified. 

Soviet foreign trade policy is not easy to understand in its 
details. We can all see why Yugoslavia was blockaded in 1948, or 
satellite trade diverted to the East. We can all see why bananas are 
imported and timber exported. But which considerations, economic 
or political, normally win? Why is only some trade with ‘capitalist’ 
countries conducted through Communist agents? East-West trade 
is an ideal means of financing foreign Communism, yet curiously 
enough it is used for this more by the satellites than by the Soviet 
Union. The Rumanians are more particular than the Russians 
with whom they do business, concentrating more on Communist 





figures are correct only for the impression given of the order of magnitude. 


Sources are: Vneshnyaya Torgovlya. Oct. 1952; Voprosy Ekonomtki, 6/1953, 
pp. 55-6; A. Bergson (ed.), Soviet Economic Growth, chh. 11, 12; U.N. Economic 
Bulletin for Europe, u/1951 Table xxi, 11/1952; Ministerium fiir Gesamt- 
deutsche Fragen, Bonn (privately communicated); U.N. Monthly Bulletin of 


Statistics, Aug. 1953, pp. X sqg.; U.N. Economic Survey of Europe in 1948, 
Table xvi; M. Dewar, Soviet Trade with Eastern Europe, p. 97; Mikoyan, in 
Pravda, 21 Dec. 1949; Nesterov, in Pravda, 6 Apr. 1952. 

A later source has always been taken as more correct than an earlier source. 
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and fellow-travelling business men. Dumping, again, and its op- 
posite, pre-emptive buying, are weapons that might be more 
imaginatively used. For instance, during a sticky period of Anglo- 
Argentine negotiations it should surely be possible for the Czechs 
to make a sudden and advantageous offer for meat, while the Poles 
offer coal on credit. We know that the U.S.S.R. is short of oil 
tankers: but is it really so short that it could not have sent a fleet 
to Abadan for Dr Musaddiq’s half-price oil? 

Then there are the innumerable possibilities of foreign invest- 
ment. Outside the Iron Curtain and Austria there was till recently 
precisely one proper Soviet mixed company: that controlling the 
Caspian fisheries in Persia; and even that was dissolved in February 
1953 when Dr Musaddiq’s Government declined to renew the 
twenty-five-year-old Persian-Soviet fisheries agreement. There are 
of course many Communist-dominated companies handling East- 
West trade, particularly since the Moscow Economic Conference 
of April 1952, and the Banque Commerciale de l'Europe du Nord 
in Paris is virtually a mixed company. But that is all. Yet it should 
surely not be difficult to buy up strategic lots of ordinary shares— 
usually 10 per cent of the ordinary capital will do—and so gain 
control through nominees. In this way the whole of a single trade, 
perhaps a trade connected with armaments or scientific research, 
or the whole manufacturing industry of a sufficiently small country 
could be brought under Kremlin orders. 

Foreign investment could also take more genuinely helpful 
forms. Little Marshall Plans—perfectly above board with only a 
few strings attached—could be offered to free backward countries. 
Their general propaganda effect and their local influence would 
be tremendous. The ‘capitalist’ world, in which individuals trade 
as they please and positions of power exist outside the control of 
the State, is open at a million commercial pores to infiltration or 
disruption of every kind, yet not by any means all opportunities are 
exploited. The picture of an unscrupulous and monolithic Com- 
munist bloc, using trade for political ends with devilish ingenuity, 
is simply false. The intention, we may be sure, is not lacking, and 
individual instances occur, but performance lags strangely behind 
possibility. 

Why? The answer brings us to the most essential feature of 
Stalinism: its slogan ‘Socialism in One Country’, or aggressive 
isolation. Diplomacy and foreign Communism exist to strengthen 
the Socialist Fatherland—i.e., to help its industrialization. So far 
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as this goes, politics subserve trade, not trade politics. It is the duty 
of diplomats and foreign comrades to improve the Soviet terms of 
trade, not that of Soviet traders to give aid and comfort to them. 

A closely connected reason is simple economic scarcity. The 
Soviet Union has until recently been too short of essential goods 
to consider non-economic factors as often as it might wish. 
Economic sanctions are so expensive that only the rich can afford 
them. They have been used for long-term and really important 
political ends, but not where the political advantage is merely 
tactical. When it comes to tactical and temporary advantages only 
economic ends have been pursued by Soviet economic warfare: for 
instance, to break down the ban on strategic exports from the 
West, or to boycott rings of traders seeking to establish a monopoly 
in trade with the U.S.S.R. 

Then we may safely speculate that there are departmental 
rivalries. The first accepted method of world conquest was the 
encouragement of ‘world revolution’. To this was added in the 
1920s ordinary diplomacy and the use of the armed forces in 
‘defence’ of the nation. The two approaches have always conflicted, 
since they required not only incompatible measures but incom- 
patible men and institutions: Zinoviev versus Chicherin, Zhdanov 
versus Molotov, the Comintern or Cominform versus the Foreign 
Ministry. On which principles is economic warfare to be run? For 
instance, it is difficult both to buy exactly what is more profitable 
for the Argentine Communist Party and to do the maximum 
damage to Anglo-Argentine negotiations. Between these two stools 
it would appear that the Soviet trading authorities have most 
willingly fallen. They will serve neither master, except in very 
obvious cases like the Yugoslav blockade or the deliveries to Hitler 
during 1940, where there is in any case no conflict between the two 
approaches. ‘Economic warfare for economic ends’ seems to be 
their cry. By all means organize the Austrian Communist Party 
to provide us with illicit copper, but the object is to get more 
copper, not more Austrian Communists. 

Indeed on no other hypothesis is Soviet behaviour explicable. 
General goodwill and large Communist votes have been thrown 
away time and again by grasping trade practices: in Finland, in 
Austria, and in Persia (where the now defunct Caspian fisheries 
company was no less unpopular than Anglo-Iranian). The rift 
with Yugoslavia began over the Soviet mixed companies. The 
Austrian Communist Party has been reduced to little more than a 
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band of smugglers, and the confiscated German assets in that 
country have been used up without replacement, instead of form- 
ing the foundation of a great imperium in imperio, as once was 
feared. All this follows from the central features of Stalinism: con- 
tempt for foreigners and headlong industrialization at home. 

Two large practical considerations also reinforce present atti- 
tudes. First, the satellites are more than just nominally independent. 
Informal control is exercised in a thousand ways, but the pretence 
of consultation and independence is always kept up, except at the 
very highest levels of all. We cannot doubt that Bierut and Rakosi 
get direct orders and threats, but this fact is supposed to be con- 
cealed from middle-rank Communists and from non-party ad- 
ministrators. Yet it is precisely on this level that Kremlin orders 
would have to pass if the Communist bloc’s foreign trade were to 
be tightly and currently co-ordinated in every detail. Therefore 
presumably it is not so co-ordinated: our example of the Czechs 
and Poles combining to sabotage Anglo-Argentine negotiations 
remains hypothetical. We do not know what the so-called ComEcon 
(the Council for Mutual Economic Aid, in Moscow) really does, or 
what powers it has. The general impression is that it does not do 
very much. Rather do orders percolate in unco-ordinated ways: 
via the diplomatic service, the mixed companies, the trade missions, 
the ComEcon, and the numerous special contact men from Marshal 
Rokossovsky down to the ‘technical adviser’ in the important 
steelworks. There is also a strong bias towards autarky in all 
satellite planning, and opportunities for the international division 
of labour seem to be neglected.” 

Secondly, China must at all costs be built up. This vast back- 
ward area contains 60 per cent of the world’s Communist popula- 
tion. Its development is a huge burden for the ‘advanced’ Com- 
munist countries—themselves backward by Western standards— 
to bear. But bear it they must, or China may go her own way, and 
the various reasons for Russo-Chinese enmity would then come 
to the surface. Instead, then, of being invested in political sub- 
version across the Iron Curtain, resources are invested in China. 

Finally, it is possible that the Kremlin is in simple intellectual 


1See Bulletin de I’ Association d’Etudes et d’Informations politiques inter- 
nationales (Paris), 16/31 July 1951. 

2 Compare Hoeffding in Bergson, op. cit., pp. 326-331. The criticisms of 
Mr Hoeffding (pp. 353, 357-8, 360-2) notably fail to shake his assertion. There 
may possibly be a central plan for all the satellites, but if it exists it is of extreme 
generality and actually imposes autarkic industrialization on them. 
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error: it does not realize how much damage it could do if it used 
its imagination. It may shrink, for instance, from the policies here 
considered on grounds of expense. But non-economic methods of 
political warfare are equally expensive: e.g. spy networks, world 
congresses of front organizations, re-armament. It will be a bad 
day for the free world when the Kremlin begins to throw its weight 
about in world markets, and Stalin’s death may well have brought 
this day much nearer. His successors are not so crude, inflexible, 
or isolationist, and they have a greater export potential and less 
dependence on imports than he when he began. If international 
tension mounts again the political dog may at last begin to wag the 
economic tail. 


THE NEED FOR A NEW MERCANTILISM 


The free world is of course far more supine about East-West 
trade, and still less monolithic. The Paris Consultative Group (or 
CoCom, as it is sometimes called) includes the N.A.T.O. Powers, 
Japan, and Western Germany. It deals with lists of strategic goods 
and their enforcement. It is officially voluntary and unconnected 
with O.E.E.C. or N.A.T.O. Its ultimate sanction, apart from the 
goodwill of its several members, is of course the U.S. Battle Act. 
Unofficially the Group is indeed a mere adjunct of N.A.T.O., as 
the absence of all non-N.A.T.O. Powers, except those occupied 
by N.A.T.O. troops, clearly shows. The other free countries are 
controlled only by informal diplomatic pressure, by the Battle Act 
if they accept dollar aid, and, least effective of all, by the United 
Nations’ embargo on China, which each member may interpret in 
his way. Much could be done to tighten things up, but before 
turning to that it is as well to be clear where our interests lie in 
East-West trade. 

The idea that trading with the enemy is treason, or at any rate 
undesirable, has crept over the world since Mercantilism was 
discredited. It appears never to have been examined dispassionate- 
ly. A moment’s such examination shows it to be false. To the 
Mercantilists the general strength of the State was the supreme 
goal; economics, politics, and strategy were all a unity; and peace 
was cold war. Hence in considering trade they were hypnotized 
by the probability that taking economics, politics, and strategy 
together one State will gain from trade more than the other; 
which means, if they are enemies, that only one gains at all. They 
forgot that taking economics alone each party must gain, or the 
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individual traders would not have undertaken the transaction. 
Their theory was more suited to the political economy of war. 
Their successors connected free trade indissolubly with peace: 
perceiving only that each trader benefits economically, they have 
forgotten that where there is political enmity only one of the two 
States can win, namely that State which receives the greater 
accession of economic, political, and strategical power from the 
transaction. Even the ‘neo-Mercantilists’ of today do not think 
in these terms. If they consider ‘social’ effects they are but thinking 
of the indirect economic consequences for other individuals than 
the actual traders. To them too there is economic gain on both 
sides, though a tariff or a devaluation might redistribute it a little. 
The notion is foreign to them that, though both parties gain 
economically, one may yet be the loser all round, for the parties 
are really political enemies, and wish not merely to gain, but 
to gain more (or even to lose less) than each other. ‘True, where 
the only one to gain is he who gains most, one party must lose, 
and should therefore not have traded. But that is no reason for not 
playing the game: to refuse to do so is simply to admit intellectual 
inferiority. 

Now perhaps in the Cold War this game is what matters most. 
It is undesirable that the Communist country should benefit all 
round from a given transaction more than the free country. But if 
the opposite occurs the trade is a minor victory and the trader a 
patriot, and this holds as much for strategic goods as for any others. 
To the whole-hogger it is not even necessary that the individual 
trader or enterprise should make a direct private profit at all; the 
general interest of the country might well be served by his making 
a loss. The line is difficult to draw here, though we have seen that 
the Communists themselves usually stop short of this. A free, de- 
centralized society could hardly make its citizens trade at a loss, 
for diplomatic or strategic reasons however cogent. 

What specific measures might we nevertheless consider? First 
we must scrap the irrelevant distinction between war and peace, 
or rather fighting and not fighting. We might well gain more 
strategic, political, and economic advantage from trade with China 
than with Czechoslovakia. In Mercantilist days we did not hesitate 
to supply Napoleon with uniforms for his troops if this kept our 
weavers employed and drained his treasury of gold, thus weakening 
confidence in his currency; and he did not hesitate to supply us 
with wheat in order to support the price paid to French peasants 
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who would otherwise have rioted. In the modern world the con- 
siderations differ somewhat, but the general Mercantilist position 
is surely quite unshaken. A belligerent today, even a ‘capitalist’ 
one, would not think of trading with the enemy merely to keep 
men employed or support prices; for that other means have been 
devised, not administratively possible in 1800. But the gold argu- 
ment retains most of its force, and so does the argument from the 
terms of trade. There must, that is, be some price at which it pays 
to sell almost anything to the Communists. There are a number of 
tons of Russian oats or of ounces of Russian gold that would make 
worthwhile in Western eyes the sale of a ton of Canadian nickel, 
even perhaps of a secret paper on thermo-nuclear reactions. So, 
secondly, we could in theory at least lay down a list of such prices, 
impose corresponding export taxes on such goods when offered 
to Communist countries, and sit back and wait for sales. Strategic 
exports would merely have much higher taxes than non-strategic 
exports; or only be sold in return for this or that minor political 
concession. If the trade was channelled at any point through a 
Western Communist organization a still further tax could be 
imposed. 

Curiously enough the actual state of affairs does not differ from 
this picture very widely. For the effect of the strategic export 
controls is to make it risky to export strategic goods to Communist 
countries. These countries are then forced to offer very high prices, 
and this has improved the free world’s terms of trade (which is an 
economic benefit), while owing to the partial effectiveness of the 
restrictions the Communists receive less of the goods than they 
otherwise would (which is a strategic benefit). It is true that em- 
ployment in some free countries suffers from the shrinkage of 
East-West trade but, as we have seen, this matter is now remedi- 
able: the argument has not the force it had in Mercantilist days. It 
is also true that the international division of labour is impaired, so 
that the volume of production in the whole world is less than it 
would otherwise have been owing to the fall in productivity; but 
it is not clear which side suffers most from this, so that it is of 
little moment if the cold war, not general economic welfare, is our 
primary concern. 

In sum, then, since Mercantilism was discredited the political 
economy of war has been less perfectly understood, and with the 
increasingly totalitarian nature of war all civilian contact with the 
enemy has come to be held immoral. ‘Therefore a system of pro- 
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hibitions on exports has been set up, which if it were watertight 
would in all probability be less advantageous to the free world 
than a little East- West trade on the free world’s terms. But owing 
to the unpopularity of the Americans and the number of crypto- 
Communists and straightforward smugglers in European and 
Asiatic business circles the prohibitions sometimes fail. They are 
merely more or less formidable hindrances. And the Communists 
have to pay people extra to overcome these hindrances, thus im- 
proving our terms of trade. 

Now conceivably we have even attained the position a Mer- 
cantilist government would have sought to attain in the first place: 
the net economic, political, and strategic benefit to the free world 
is more nearly maximized than it would be if the Battle Act really 
worked. But this is not very likely, since the ‘capitalists’ concerned 
act with no motive but their own profit in view, and are not co- 
ordinated by any Government. Moreover, as smugglers do, they 
retain the profits due to the improved terms of trade, which should 
escheat to the community. Worse still, many are Communists, 
especially crypto-Communists. Some too are fellow-travellers, 
some neutralists, and some simply unprincipled. ‘The ideal is that 
exports to the Communists should be strictly controlled and 
rationally taxed by the State. Short of that ideal absolute and 
successful prohibition may be best; it is surely at least clear that 
the position under the Battle Act is much better for the West than 
it would have been if the weaker-minded free Governments had 
not been forced to restrain their traders. If we may complain of 
U.S. domineering we must in fairness condemn neutralist laxity 
more strongly. 

But the ideal is much more easily attainable than might be 
supposed. Many strategic goods are so bulky and peculiar that 
they cannot be exported without the Government knowing their 
ultimate destination. The sale of these, then, could be controlled 
without further ado. For the rest, the mere legalization of trade in 
such articles, subject to a tax, would bring a great deal of trade 
out into the open and under control. 

For every dishonest or Communistic business man there are 
many trustworthy ones who would be pleased to sell strategic 
goods at a moderate profit and collect the tax for the Government. 
The mere fact that the Communist market was open on such 
terms would reduce the temptation to smuggle. It would also cut 
out the shady intermediaries, bringing the honest producer face to 
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face with the Communist trading organization. Communist States 
would probably not retaliate to these relaxations more violently 
than they do to the present prohibitions. As to our imports from 
them, they are largely commodities that must follow world prices 
in any case. 

The existing set-up of East-West trade shows other anomalies. 
Communist countries still enjoy most-favoured nation rights in 
free countries, although the reciprocal privilege is meaningless. 
Thus if free country A makes a tariff concession to free country B 
the exports of Communist country C automatically benefit. But 
the tariff concessions of C are purely formal: the State foreign 
trade monopoly can still be instructed not to buy from A, even 
though its exports to C ‘enjoy’ the concessions in accordance with 
the most-favoured nation agreement. Such agreements tacitly 
assume that trade is conducted strictly for financial profit. Again, 
trade missions and unofficial sellers to Communist countries are re- 
stricted to the point of inanity: they may not tour factories or study 
their markets or—often—speak with the ultimate users at all. ‘They 
are confined to the civil servants of the trading ministries in the 
capital city. Few of these restrictions operate on Communist traders 
in free countries. So long as such inequalities persist the greater gain 
from East-West trade—and therefore in terms of power the only 
gain—will surely always go to the East. But to be stampeded into 
total prohibition is simply to admit that Communism is a more 
efficient form of trading organization. It should surely be possible 
to close these loopholes and play the game with some chance of 
winning. 


P. W. 


The ‘New Line’ in Bulgaria 


THE Bulgarian General Election of 20 December 1953 marked the 

end of an important phase in the political, economic, and social 

development of Bulgaria as a Communist State and a Soviet 

satellite. The first Five-Year Plan, which was meant to put 

Bulgaria’s economy ‘on Socialist rails’, was adopted in December 

1948. Its fulfilment ‘in less than five years’ was announced several 
c 
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times in 1953, but the second Five-Year Plan is not expected to be 
put into operation before 1954, and December 1953 seems to be 
accepted as the official date marking the end of the old Plan. The 
fourth anniversary of the rise to absolute power of Valko Cherven- 
kov, Bulgaria’s Prime Minister, also fell in December. ‘Though he 
was not appointed Premier until January 1950, Chervenkov was 
proclaimed official leader of the Bulgarian Communist Party in 
December 1949, during Stalin’s seventieth birthday celebrations 
in Moscow. The past four years of Bulgaria’s post-war history, 
therefore, can be rightly called “Chervenkov’s years’—a descrip- 
tion which sounds particularly appropriate in Bulgarian, as 
‘Chervenkov’, literally translated, means ‘Mr Red’! 

Following the practice introduced in Soviet Russia after the 
death of Stalin, Communist Bulgaria has now relaxed to a certain 
extent the absolute ban on economic statistics. In some long 
speeches delivered in the past few months Chervenkov himself 
revealed several important figures concerning the development of 
Bulgaria’s economy. Communist figures, especially when they are 
given in meaningless percentages, cannot, of course, be taken at 
their face value. But when all allowances are made for exaggera- 
tions, propaganda claims, and faulty accounting, the figures pub- 
lished by the Chervenkov Government on the achievements of 
the first Five-Year Plan are of great interest. There is little doubt 
that the four ‘Red Years’ of the Chervenkov regime have radically 
transformed the whole economic structure of the Bulgarian State. 

As Bulgaria is predominantly a peasant country the changes in 
agriculture are by far the most important. When Chervenkov took 
over the Premiership 6-2 per cent of the total arable land in 
Bulgaria had been collectivized. By the end of 1952 this figure 
had risen to 60-5 per cent—a record for the whole of satellite 
Europe.! The collective farms increased in number during the 
same period from 1,100 to 2,800, and the number of collectivized 
peasant households jumped from 124,000 to 553,000, or 53 per 
cent of all peasant households in Bulgaria. Moreover, in the grain 
producing districts collectivization reached go per cent of the 
arable land. The percentages of agricultural production ‘in the 
socialist sector’, as compared with total production for the whole 
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1 Approximate percentages of collectivized arable land in the other satellites: 
Albania, 9; Czechoslovakia, 30; Hungary, 25; Poland, 15; Rumania, 22.These 
figures are averages based on several official, but mutually contradictory, 


Communist figures. All kinds of collective, co-operative, and State farms are 
included. 
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country, are, again, the highest in Eastern Europe: grain, 63; 
industrial crops, 70; cotton, 75; oil seeds, 68; sugar beet, 86. 
Cemmunist claims that the ‘socialist sector’ of agriculture has 
‘absolute predominance’ in Bulgarian rural economy are obviously 
correct. 

The revolution in the city has been equally far-reaching. Here 
the private sectors have been totally eliminated in industry, 
transport, trade, and every form of business enterprise. No 
figures of actual output have been given, but it is claimed that 
during the first Five-Year Plan period industrial production has 
risen 2-5 times. This is possible, as the Plan envisaged the ex- 
pansion of industry, electrification, and mining on a (for Bulgaria) 
really tremendous scale. A large number of the planned work was 
not done owing to lack of raw materials and skilled labour. Still, 
most of the so-called ‘big projects’ of the Plan have been fulfilled. 
But, according to the ‘self-criticism’ articles which have been 
allowed publication in the last few months, this industrial ex- 
pansion has been achieved at very high costs. The tendency has 
been to build up heavy industry for political purposes, with little 
or no economic common sense. Chervenkov’s claim that Bulgaria 
has been turned into a ‘vast workshop’, where ‘scaffolding is going 
up in every corner’ and ‘something is being built every day’, may 
well be true. But all these activities have produced no material 
benefits for the Bulgarian people, and it is doubtful whether many 
of the big industrial projects would have any lasting value for the 
country’s economy.? 

In his September speech Chervenkov admitted that the task of 
‘improving the situation of the workers and the working people’ is 
an aim of the distant future—the second Five-Year Plan. ‘The pro- 
portion between the ‘rates of development’ of heavy and light 
industry should, he explained, be ‘altered in favour of increasing 
the production of consumer’s goods’. Without this ‘the maximum 
satisfaction of the working people’s growing needs’ was impossible. 
Chervenkov promised that his Government would ‘adopt new 
rates of development of industrialization, not as high as the old 
ones’. The ‘militant slogan’ of the Party was proclaimed to be 
‘Sufficient Supplies for the Population in the nearest Future’. In 

' The above figures are taken from Chervenkov’s speech of 8 September 1953. 
Full English text in Bulgaria Today, official Communist publication, Sofia, 
20 September 1953. See also Bulgaria Today of 16 May 1953 for figures on the 


Five-Year Plan. For a summary of Chervenkov’s speech see the Cominform 
journal For a Lasting Peace, for a People’s Democracy, 11 September 1953. 
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the same speech, and in several decrees published a few days later, 
Chervenkov announced many important concessions to the 
peasants. 

These concessions revealed clearly the tragic plight of Bulgarian 
agriculture after four years of intense collectivization. Collective 
farms received a total remission of all their income-tax arrears up 
to 31 December 1952. In addition collective farmers were granted 
total remission of all taxes, rates, fines, and all other debts to 
Government departments contracted before December 1952. All. 
arrears for fines and non-payments on Government insurance 
policies were cancelled completely. All farm debts to machine and 
tractor stations (which means all payment for work done with 
agricultural machines) were remitted up to 31 August 1952. All 
water taxes, irrigation and drainage rates, and flood protection 
insurance payments were also completely cancelled up to Decem- 
ber 1952. No exact figures were given about the total sum in- 
volved in this mass cancellation of peasant debts, but it may be 
presumed that it was a very large one. The decree, no doubt, has 
proved very popular with the peasants. But there can be equally 
little doubt that the Chervenkov Government has been obliged 
to wipe off such a big sum from the revenue side of its Budget not 
because of any love for the peasant, but because the debt had 
obviously become impossible to collect on account of the extreme 
poverty of the peasants. It is also significant that Chervenkov has 
lately uttered no word about further collectivization measures. On 
the contrary, for the first time in five years Government conces- 
sions have been announced to the ‘private sector of agriculture’, 
i.e., to those peasants who have so far escaped collectivization and 
are working as smallholders on their own pieces of land. 

In the political field, too, Chervenkov has now adopted a more 
‘democratic’ line. Before 1949 Chervenkov was not even con- 
sidered a serious candidate for the top Party and State job, about 
to be left vacant by the ailing George Dimitrov. There were at 
least five party leaders ahead of him in rank, seniority, influence, 
and power. Dimitrov’s first assistant and acknowledged successor 
was the Party’s Secretary-General and first Deputy Premier, 
Traycho Kostov, who was known to have a very poor opinion of 
Chervenkov. But by the end of 1949 Kostov was hanged as a 
traitor, all his friends and supporters in the Politbureau and the 
Cabinet were dismissed and liquidated one by one, and Cherven- 
kov found himself the supreme ruler of the Party and the State. 
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He was obviously Stalin’s choice, and he acknowledged this 
publicly by announcing that his policy was to be ‘Stalin’s policy’ 
and that he would liquidate his enemies ‘in Stalin’s way’. While 
Stalin was alive Chervenkov was careful to emphasize his own 
subordinate position to his ‘leader and teacher’ in the Kremlin. 
The customary telegrams and messages on public holidays were 
sent by the Party not to Chervenkov, but directly to Stalin. In the 
press and radio Chervenkov never called himself vojd (leader) of 
the Party and the people—a title which Dimitrov had used for 
years. He only described himself as rakovoditel, or the man in 
charge, and he made it perfectly clear that the real leader lived in 
Moscow and not in Sofia. 

For these reasons Stalin’s death came as a considerable shock 
to Chervenkov’s prestige and a serious blow to his position as 
‘man in charge’ of the Bulgarian Communist Party. The central 
Party leadership consisted mainly of three groups: the national 
Communists, led by the Deputy Premier Anton Yugov; the 
military, led by the President of the Republic General George 
Damyanov (a former Red Army officer); and finally the ‘Moscow 
men’, led by Chervenkov himself. A few months before Stalin’s 
death Chervenkov had started a violent propaganda campaign 
against Damyanov’s wife, who is a writer, accusing her of ‘right- 
wing’ deviations. ‘The general himself had not appeared at several 
official functions, and it was obvious that he was on the way out. 
Yugov, likewise, was attacked openly for ‘lack of vigilance’ and 
was demoted. But after Stalin’s death these attacks suddenly 
stopped, and both Damyanov and Yugov have once again ap- 
peared in the forefront of the Party leadership. In addition, 
Chervenkov himself started making speeches on the necessity for 
‘collective leadership’. During the December election campaign 
the names of the Politbureau were printed in all appeals, slogans, 
etc., in alphabetical order, which puts Chervenkov in the second 
place. All telegrams sent to Moscow were signed by the Central 
Committee and not by Chervenkov personally. In a democratic 
country such facts may be considered trivial details, but in a Com- 
munist State they are very significant. (The absence of the 
Minister of the Interior from an opera performance may mean that 
he is about to be arrested, as the case of Beria in Russia proved). 


' For details of the purges in the Bulgarian Communist Party which led to the 
victory of Chervenkov see ‘Deviationism in Bulgaria’, in The World Today, 
April 1950 
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It is obvious that Chervenkov feels that his position is weak. Con- 
sequently he has now embarked on a policy of ‘wait and see’ and 
is trying desperately to win friends instead of liquidating enemies. 

Typical in this respect was the sudden repeal of one of Cher- 
venkov’s most odious decrees passed only last February. The de- 
cree proclaimed as traitors, subject automatically to the death 
sentence, all refugees in the West who would refuse to go back to 
Bulgaria if requested to do so by the Communist authorities. 
Relatives and friends of such ‘traitors’ who had known of their 
‘intended crimes’ and failed to inform on them were to be im- 
prisoned for up to ten years. But even if they knew nothing of the 
‘crimes’ they could be deported to forced labour camps and all 
their property confiscated.1 The British Government referred this 
savage law to the United Nations as a breach of the clauses of the 
Bulgarian Peace Treaty, and assurances were given in Parliament 
that Bulgarian refugees in Britain would receive the full protection 
of the British courts. The decree also created a considerable up- 
roar in the United States. 

But on 4 November 1953 the Sofia State Gazette published a 
new decree revoking the most cruel provisions of the February 
decree. Refugees in the West who refuse to go home are still to be 
prosecuted. But the maximum sentence they can get (in absentia) 
is five years, and there will be no punishment for any of their 
relatives or friends left behind. By Communist standards the new 
decree is extremely mild, indeed almost ‘liberal’. Chervenkov is 
obviously trying to make a favourable impression with the ‘new 
look’ of his policy. 

More important and more unexpected was Chervenkov’s sud- 
den plunge into religious affairs. At the beginning of May 1953 
the National Congress of the Bulgarian Orthodox Church was 
convened at the Palace of the Holy Synod in Sofia. ‘The Congress 
is a sort of ecclesiastical Constituent Assembly, which sits on very 
rare occasions. It has been convened only three times since 1872, 
when the independence of the Bulgarian Orthodox Church was 
recognized by the Turkish authorities (Bulgaria was at that time 
still a Turkish province). But the greatest surprise was still to 
come: the Congress proceeded to elect a Patriarch for the first 
time in nearly six hundred years. (‘The last Bulgarian Patriarch, 
Eftimiy, or Eutimus, perished in 1395, after the conquest of the 
Second Bulgarian Kingdom by the Turks.) The Church itself had 


1 For details of the decree see The Manchester Guardian, 30 March 1953. 
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wanted to elect a Patriarch ever since the liberation of Bulgaria in 
1878. But successive Bulgarian Governments had always opposed 
this for political, or rather for nationalistic, reasons. As it was 
claimed that large groups of Bulgarians lived in the neighbouring 
States it was felt that the election of a Patriarch should take place 
only when all these Bulgarians could come under his religious 
jurisdiction, i.e., when all Bulgarian territorial claims had been 
fulfilled. By allowing the Church to proceed with the election of 
its Patriarch Chervenkov has now been able to score a double suc- 
cess: he can pose as a friend of the Church, and he can claim that, 
in foreign policy, he has abandoned all grandiose nationalistic 
plans for territorial expansion. 

The election of the Bulgarian Patriarch was interpreted by most 
press commentators in the West as a typical and rather unsavoury 
example of Communist intervention in the affairs of the Orthodox 
Church. The new Patriarch, Cyril, was described as a Com- 
munist stooge and his election was said to be Communist-inspired 
and Communist-organized. An objective examination of the facts, 
however, would lead to the opposite conclusion. ‘The Church 
Congress itself had three candidates to consider, and not one, as is 
the case with every Communist-controlled election. The election 
of Cyril, until then Bishop of Plovdiv in Southern Bulgaria, with a 
large majority could hardly come as a surprise to anybody 
acquainted with Bulgarian Church affairs. The surprising thing 
was that the Communists should have allowed him to be a candi- 
date at all. Cyril has been, for the past twenty years, one of the 
most outstanding and most respected personalities in the highest 
hierarchy of the Bulgarian Orthodox Church. His education was 
Western—in Zagreb, Vienna, Berlin, and Paris. He is a popular 
and brilliant historical writer. And he is well known for his anti- 
Communist views. In fact, when the Communists seized power in 
September 1944 he was interned in a monastery and was not 
allowed to exercise his functions as a Bishop for about two years. 
It is true that he has now been able to establish a sort of ‘co- 
existence’ agreement with the Communists, and his signature 
appears regularly under all the Communist ‘Peace’ appeals. But 
neither his writings nor his speeches betray any shade of Com- 
munist influence. For these reasons, his election as Patriarch 
cannot be considered as a successful Communist bid for the sub- 
jugation of the Bulgarian Church. On the contrary, it is a sub- 
stantial victory of the Church in its struggle to win more freedom 
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and independence from the Communists. Of course, the agree- 
ment between the Church and the Communists should be con- 
sidered a temporary phenomenon: the Communists will break it 
whenever they change their ‘line’ on Church affairs. Yet it may 
last for a good many years, and if it does, it may well prove 
beneficial to the Church and to the Bulgarian people, which is, 
on the whole, deeply religious. That, at least, must be the hope, 
and the prayer, of the leaders of the Bulgarian Orthodox Church 
and their new Patriarch. 

Chervenkov’s concession-making mood was next extended, and 
in good measure, to the field of foreign policy. In his September 
speech and in several election addresses he expressed his readiness 
to establish friendly relations with Turkey, Greece, and Tito’s 
Yugoslavia. There was no trace of his familiar attacks on the ‘war- 
mongering ‘Turks’, the Greek ‘Monarcho-fascists’, and the ‘Bel- 
grade gang of assassins and spies’. Chervenkov’s voice was now as 
mild as the cooing of the peace dove itself: ‘We are deeply con- 
vinced that there are no controversial and unsolved issues’ be- 
tween Bulgaria, on the one hand, and Turkey, Greece, and 
Yugoslavia, on the other, ‘which cannot be fairly solved by peace- 
ful negotiations’. For the sake of ‘peace and co-operation between 
the nations’ Bulgaria was ready ‘to resume diplomatic relations 
with the United States’ (U.S.-Bulgarian relations were broken off 
in February 1950, when Chervenkov accused the American 
Minister in Sofia of organizing the Kostov ‘conspiracy’). Finally, 
announcing that he was going to devote himself and his Govern- 
ment to the ‘noble aim of relaxing international tension’, Cherven- 
kov claimed that Communist Bulgaria deserved to be admitted to 
the United Nations. 

These protestations of peaceful intentions should not be dis- 
missed as mere propaganda stunts. They probably express a 
genuine desire for peace, based on a real need for peace at this stage 
of Bulgaria’s development as a Communist State. Moreover, this is 
true not only of Communist Bulgaria, but of all the satellites. In 
the past few years satellite Europe has been driven too harshly and 
too quickly in order to fulfil and overfulfil the ambitious but waste- 
ful and uneconomical Communist plans for industrialization and 
land collectivization. The results are economic chaos, food short- 
ages, and acute peasant poverty. A period of ‘taking one step back- 
ward’, to use the Lenin formula, is obviously needed. Hence the 


1 Bulgaria Today, Sofia, 20 September 1953. 





FEDERAL FINANCE IN SWITZERLAND 39 


sudden urge for political and economic concessions at home and 
‘relaxation of international tension’ abroad. The time and peace 
gained will be used for completing the preparations for future and 
even more ruthless drives ‘on the road to Socialism’. For the ‘one 
step backward’ tactic is only employed when Communists plan to 
make ‘two steps forward’, to quote the Lenin formula in full. 

M. P. 


Federal Finance in Switzerland 


Since the end of the last war the tendency has grown in Switzer- 
land for the sovereign people to reject the legislative proposals 
recommended to them by the Federal Council or Government 
(Bundesrat) and the Parliamentary Chambers whose members that 
same sovereign people has previously chosen. An important factor 
in this development has been the long-drawn-out dispute about 
taxation. Article 42 of the Constitution of 1874 only authorized the 
Bund, or Confederation, to levy indirect taxes and accept certain 
contributions from the Cantons; direct taxation was regarded as 
a matter for the Cantons and Communes. In the economic crisis of 
the early nineteen-thirties the Federal Government found it 
necessary to impose direct taxation as an emergency measure. 
Thereafter, with steadily-growing expenses, the Confederation 
has never been able to dispense with direct taxation in spite of the 
astonishing prosperity of the country and increased imports which 
have brought ever more indirect revenue from customs. 

In June 1950 the outbreak of the Korean war created a boom 
which provided a special stimulus to Swiss heavy industry. But it 
also clinched the determination of the Swiss military chiefs to 
modernize and re-equip their forces, and in October 1950 the Swiss 
Chambers voted an extraordinary expenditure of 1,464 million 
Swiss francs over five years for rearmament.' This intensified the 
need for the Federal Government to raise money, since military 
expenditure was essentially a charge—if a separate ‘extraordinary’ 
one—upon the Federal authorities, and not upon the Cantons or 
Communes. 


‘See ‘The Problems of Swiss Prosperity’, in The World Today, January 1953. 
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To the outsider the opposition to the levying of direct taxes by 
the central Government seemed at first sight perplexing. On the 
one hand the tasks of that Government had expanded enormously, 
in particular on account of the protection through subsidies which 
it was expected to provide for any branch of the economy that 
staked out a claim. On the other hand the Constitution did not 
specifically forbid a direct federal tax; if direct taxation was as- 
sumed to be the function of the Cantons which made contributions 
to the Bund, by now the Bund had often provided them with 
financial aid. A direct federal tax was, however, made into a symbol 
of bureaucratic centralization—Fiskalismus, as it was called—by 
those groups in the Swiss Confederation who throve by its federal 
decentralization. Such was the French-speaking minority, and 
such were the smaller mountain Cantons which constitutionally 
enjoy the same status as those which are large, industrialized, and 
wealthy. In these latter Cantons the Socialist Party which favoured 
greater centralization was strong, and the direct federal tax which 
it supported was thus also decried as ‘red’. Into the bargain, in 
1943 the unenviable position of head of the Federal Ministry of 
Finance was allotted to Herr Nobs, the first and only Socialist 
among the seven members of the Federal Council. His inevitable 
adoption of the contemporary device by which large incomes are 
taxed at a progressively higher rate contributed to the bitterness of 
the wealthier opponents of direct federal taxation. 

After a proposal from the anti-centralist politicians in favour of 
quotas to be provided by the Cantons to the Bund had been 
defeated in a popular vote on 4 June 1950 the Government brought 
forward an ad hoc four-year financial plan to run from 1 January 
1951 to 31 December 1954. This was based primarily upon the 
continuation of the emergency direct tax called the Defence Tax, 
or Wehrsteuer—a low and gently-graded income tax whose free 
allowances for small incomes were at this point made more 
generous—for these four years. The plan was accepted on 3 Decem- 
ber 1950, thus covering day-to-day needs for a relatively brief 
period. When on 6 July 1952 the Swiss public was asked to agree 
to a tax on alcoholic drinks and certain luxury articles in order to 
foot the rearmament bill, it refused to do so, only a small propor- 
tion of the electorate voting. At the time there was considerable 
consternation in Government circles which claimed to descry signs 
of an economic depression and falling customs duties while the 
cost of rearmament was rising. But such prophecies proved them- 
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selves wrong: the Swiss economy quickly righted itself and indeed 
very soon demonstrated an invincibly buoyant prosperity. The 
Federal Government therefore decided to request from the Minis- 
try of Finance the completion of a new and permanent programme 
of fiscal reorganization to come into operation on 1 January 1955 
and to include provision both for ordinary expenses and for the 
armed forces bill, thus killing two birds with one stone. 

Dr Max Weber, an economist who had succeeded Herr Nobs at 
the end of 1951 as the representative of the Socialists and of Zurich 
in the Federal Council and as Minister of Finance, made it clear 
from the start that he and his advisers in the Ministry regarded 
a regularization of direct federal taxation as imperative, and this 
seemed to be generally accepted in the major German-speaking 
towns. 

The French-Swiss, led by various lawyers and journalists of 
Lausanne, again declared their objection on principle to this modi- 
fication of the Constitution. The Bundesrat thereupon proposed 
that the rate, duration, and incidence of the direct federal tax 
should be constitutionally restricted, and on 28 November 1952 
instructed the Ministry of Finance to draft a constitutional amend- 
ment in this sense. ‘To a nation such as Britain the constitutional 
limitation of a tax seems strange because the British Parliament is 
sovereign and the House of Commons free to vote any tax, how- 
ever monstrous it may be. But Swiss democracy differs from that 
of Britain in being based upon a written Constitution, and because 
it is plebiscitary in character. Any constitutional change, fiscal or 
otherwise, must be put to the people and receive the votes of both 
a majority of individuals and a majority of Cantons in order to 
become law. Any financial innovation must be put to the people in 
any case: since they can only be asked to say yes or no, it must be 
presented to them in as clear and finite a form as possible. Above 
all it is desirable not to arouse the natural resistance of the average 
tax-payer by consulting him too frequently as to what he will pay. 
Hence the Swiss need for a carefully defined fiscal routine adjusted 
as far as possible to modern circumstances so that it works auto- 
matically and avoids the bedevilling controversy of the last fifteen 
or twenty years. 

At last, on 23 January 1953, the Federal Council of Ministers 
made public the constitutional amendment they proposed to bring 
forward. ‘This was discussed and itself amended by the Chamber 
of Deputies in their March session and in the June session by the 
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Council of Estates. In the September session, i.e. on 25 September, 
a rather mutilated compromise was accepted by the National 
Assembly, the two Chambers in joint session: 117 deputies voted 
in favour of this final form of the constitutional amendment, 
37 against, and 41 abstained, while for the Council of Estates the 
corresponding figures were 23, 3, and 17; those who voted against 
were predominantly French-Swiss. It was decided to refer the 
project to the people on 6 December. 

Basically, the four-year plan operating from 1951-54 was to be 
continued. The Bund was to be constitutionally entitled to levy the 
Wehrsteuer on condition that a percentage of the proceeds should 
be allocated to the Cantonal authorities; originally 30 per cent had 
been proposed, but this was subsequently reduced to 20 per cent, 
to be divided up so that the poorer Cantons should receive a rela- 
tively larger share. And whereas the constitutional amendment had 
at first been envisaged as valid for twenty years, this term was now 
reduced to a period of twelve years from 1 January 1955 to 31 
December 1966. As for the rate and incidence of the controversial 
tax, for single people with more than 63,000 francs a year or for 
married people with more than 80,000 francs the rate of the 
Wehrsteuer was to be raised from 9-75 per cent up to a maximum 
of 15 per cent. This sounds very little to a British ear, but Swiss 
citizens, as has been seen, are liable to pay a tax on their incomes to 
the Communes and Cantons as well. Some increase of taxation by 
comparison with the four-year plan which is in operation was 
necessary because Dr Weber proposed at the same time to abolish 
the existing tax on capital, or Vermdgenssteuer, a cancellation which 
would involve a loss of about 40 million francs to the Bund. 

Another important section of the constitutional amendment was 
not concerned with direct taxation at all. On 20 April 1952 there 
had been a popular vote which sanctioned a purely federal tax, the 
Swiss purchase tax, or Warenumsatzsteuer. Now this too was to be 
incorporated in the Constitution. In this way what had been a 
separate luxury tax was to become a part of the purchase tax, and 
the tax on beer, which had not been vetoed by the Swiss public, 
was also to become an item on the purchase-tax list. 

The case in favour of the new financial project was presented 
during the pre-referendum period without enthusiasm; on the con- 
trary, it suffered from the drab publicity technique with which 
measures sponsored by the Federal Government are habitually 
afflicted. ‘The favourite arguments used were that (1) the new pro- 
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ject was not new at all but a prolongation of what the country had 
been accustomed to for years; (2) to reject it would mean more 
temporary measures, with all the uncertainty which they involve, 
for it had become clear that no better compromise could be dis- 
covered ; (3) what the Bund was demanding was only barely enough 
for its needs, since continuing subsidies’, the rest of a rising rearm- 
ament bill, and at least the interest on a National Debt of over 
8 milliard francs had to be paid. The abolition of the tax on capital 
was welcomed on all sides. As for the steeper gradation of the 
Wehrsteuer on high incomes, this was of course approved by the 
Socialists and in addition by a limited number of left-wing Radi- 
cals. It is of some significance that the Swiss Communists, who are 
too few to aim at anything but nuisance value, were all along 
opposed to the new federal taxation proposals. Many other of its 
opponents employed factious tones. 

The campaign against the Government’s financial proposal was 
based chiefly upon the following contentions: (1) direct federal 
taxation might be necessary for the moment but it should on no 
account be given constitutional recognition; once anchored in the 
Constitution even with severe limitations it would certainly remain 
for good; (2) in liberal circles, represented by the Liberal and 
Radical Parties, strong objections were raised to the introduction 
of steeper gradation for the Wehrsteuer on high incomes while low- 
level incomes remained untouched by it. This system, which is 
taken as a matter of course in Britain, seems to a large proportion 
of the conservative Swiss to spell the persecution of the wealthy 
minority by the poorer majority (whose vote is decisive) and as 
such to establish a particularly dangerous precedent. It was natural 
that rich bankers and industrialists regretted the possibility of this 
change. More surprising perhaps was the violent hostility displayed 
by the Swiss Gewerbeverband (resembling a small-traders’ associa- 
tion) which might have been expected at least to welcome the 
stabilization of the purchase-tax system. At a discussion among the 
Ziirich Radicals on 2 November the President of the Gewerbever- 
band, Herr Meyer-Boller, brought forward the objections enum- 
erated above, protesting that direct federal taxation was increasingly 
revealed as class taxation. Further he voiced the dislike of heavier 
direct federal taxation of corporations, as now proposed, in par- 
ticular because the co-operatives alone were to be let off lightly. 


' A popular vote in March 1952 confirmed a policy of substantial protection 
of the Swiss farmer. 
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In the last few weeks before the referendum which took place 
on 6 December the opposition to the financial amendment to the 
Constitution gained force. The whole position was extremely con- 
fused, especially within the Radical Party, whose leading organ in 
Zurich, the Neue Ziircher Zeitung, and its editor-in-chief, Herr 
Bretscher, supported the Government’s proposal, as the party had 
done in Parliament. But at the same time, that is to say on 2 Nov- 
ember, the Ziirich branch of the party declared against the Govern- 
ment, and the same kind of thing happened elsewhere. M. Pierre 
Béguin, editor-in-chief of the Gazette de Lausanne, continued as he 
had for years as one of the chief leaders of the French-speaking 
opposition. Leaflets were distributed wholesale in which above all 
the alleged extravagance of the Bund was attacked. Why did the 
Federal Budget constantly increase, they asked; why should the 
Confederation require an ever-growing central bureaucracy, and 
why should it pay more and more in subsidies? (To this question it 
was often replied that the most violent critics of federal Fiskalismus 
were always the first to expect subsidies if their own branch of 
industry or commerce ran into difficulties.) But the most telling 
point made by the pamphlets was probably the question why, if 
rearmament was to be fully paid for—as had been stated—by 1957, 
the Federal Government should be allowed to levy the amounts 
anticipated in the financial amendment up to the end of 1966. 
This was rank demagogy, since Dr Weber and his assistants had 
worked out their figures in relation to extra military expenditure to 
be covered at the beginning of the twelve-year period for which 
later revenue was to compensate. Further, the 15 per cent limit to 
the rate of the Wehrsteuer was a ceiling; the Government need not 
ask for that rate if their bills should be reduced. To guard against 
official extravagance the new project had also incorporated a sec- 
tion of the current four-year plan which is called the Ausgaben- 
bremse, or check on expenditure: according to this a decision to 
spend 5 million francs on a single occasion, or to spend 250,000 
francs repeatedly, requires an absolute majority in both Chambers 
unless it is in any case to be referred to the people. 

On 6 December 1953 about 60 per cent of the electorate—the 
adult male population—went to the polling stations; this was a 
remarkably high figure for a federal referendum and implied that, 
though the public complained of feeling in the dark, people 
realized that an issue of unusual importance was at stake. When the 
votes were counted it was found that 487,364 people had voted 
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‘no’, as against 353,962 in favour; of the Cantons, twenty had 
voted against and only three in favour, the latter being Ziirich, 
Uri, and the Grisons (Graubiinden). The ‘yes’ majority was very 
small in Ziirich, and in the actual town, as opposed to the Canton, 
the noes had won. The vote in favour in Uri was regarded as due to 
that Canton’s dependence—since it is small and poor—upon sub- 
sidies from the Bund to maintain its long stretches of mountain 
roads. In the Grisons help from the Confederation was needed for 
the local railways which were in difficulties. Otherwise the poor 
mountain Cantons had not been won over by the plan to increase 
their share of Wehrsteuer proceeds. 

It was notable that French Switzerland voted solidly against 
what its enemies had named the ‘Lex Weber’: the biggest hostile 
majorities were recorded in the two most important French- 
speaking Cantons—20,614 to 3,308 in Geneva, and 40,597 to 
14,515 in the Vaud. The Catholic-Conservative strongholds of 
Lucerne and Fribourg were also strongly opposed to the Bundes- 
rat’s financial proposal. 

On 7 December the Federal Government published a statement 
accepting the defeat of the constitutional amendment which it had 
so arduously worked out, but referring in slightly schoolmistress- 
like fashion to the ‘reprehensible methods’ which had been used to 
bring about this negative result. For some time the influence of 
wealthy pressure groups and their propaganda bureaux upon the 
working of direct—or, as the expert, Professor Hans Huber, pre- 
fers to call it, semi-direct—democracy in Switzerland has caused 
concern to Swiss political observers whether of the left, the centre, 
or the right. By now the exploitation of the citizen’s natural 
defensive instincts towards taxation threatens the very operation 
of the Swiss Constitution in anything like its original form. 

On the same day, 7 December, as if to illustrate that the Swiss 
political tradition was shaken, the resignation of Dr Max Weber 
was announced. For whereas a Minister whose work is roundly 
condemned by the British electorate has no other choice than to 
resign, one of the principles of the Swiss Constitution is that the 
seven members of the Bundesrat are ‘irresponsible’ and retain 
office, regardless of referenda, from the time of their election by a 
newly elected National Assembly to the end of its four-year term. 
Dr Weber, however, insisted that he had no choice but to resign; 
he would not consider exchanging the Ministry of Finance for 
another Department. This implied that the Socialist Party wished 
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to put an end to the ten-year old experiment of having one 
Socialist member of the Government in harness with six anti- 
Socialists. Since the introduction of proportional representation in 
1918 the Social Democrats had been one of the three big parties in 
the Chamber of Deputies, representing at least a quarter of the 
electorate. At the end of 1943 the existing Swiss Government 
decided to bring a Socialist representative into the Federal Coun- 
cil, partly because the Socialists had displayed an impeccable 
patriotism in the face of Hitler’s threats, partly because the Zeit- 
geist seemed to dictate a not too rigid opposition to socialistic 
reform. Into the bargain the Social Democrat Party, or at any rate 
its trade union wing, had become gradualist instead of revolution- 
ary. To a British observer, again, it seemed arithmetically odd to 
invite only one Socialist into the Bundesrat if the latter was 
intended to mirror the country’s political views. Since the other 
six Federal Councillors were biirgerliche, it again seemed strange 
that they should entrust, of all Ministries, that of Finance to the 
Socialist newcomer. 

Although their motives were originally questioned, in the course 
of the fiscal disputes between 1950 and 1953 it was clear that, while 
Herr Nobs and then Dr Weber came a good way to meet them, the 
other Ministers showed solidarity with them in trying to find a 
financial solution. ‘The position of Dr Weber had, however, be- 
come increasingly paradoxical, for he was accused at one and the 
same time of betraying his own party, of revolutionizing Switzer- 
land, and, thirdly, of making a useless compromise. If the Socialists, 
whose press on 7 December defined the result of the referendum as 
‘the break-down of bourgeois government”!, now decide to return 
to being a party of opposition, another step away from the Swiss 
conception towards the British type of constitutionalism would 
seem for the time being to have been taken. The non-Socialist 
press was alarmed by this deviation from stability towards, as 
they claimed to fear, the Cabinet crises of France. Dr Weber’s 
successor was to be elected on 22 December: thus at the time of 
writing the result was not known, but on 13 December the 
Socialist Party Executive, adopted by 62 to 1 a decision to 
renounce their seat on the Bundesrat. E. W. 


‘It was pointed out that the whole non-Socialist press of the country, with the 
two exceptions of the Neue Ziircher Zeitung and the National Zeitung of Basle, 
had come out against the constitutional amendment proposed by the non- 
Socialist Government which the country itself had chosen. 
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